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Mortis, 8^ die Martii, 1853. 



Ordered^ That a Select Committee be appoiDted to take into consideratioD the Subject 
of Assurance Associations. 



Jovis 10^ die Martii, 1863. 
Ck>mmittee nominated of— 



Mr. Wilson. 

Mr. Cardwell. 

Mr. Heuley. 

Mr. Hamilton. 

Mr. Gljn. 

Mr. Sotheron. 

Mr. Matthew Forster (unseated). 

Mr. Danby Seymour. 



Mr. Thomas Chambers, 

Mr. Mullings. 

Mr. Freshfield. 

Mr. Geacb. 

Mr. John Abel Smith. 

Mr. Cowan. 

Mr. Mn Ball. 



Ordered, That the Committee have power to send for Persons, Papers, and Records* 
Ordered, That Five be the Quorum of the Committee. 



Veneris, 29* die Apritis, 1853* 



Ordered, That Mr. Muntz be added to the Committee. 



Veneris, 3^ die JunU, 1853. 



Ordered, That the Order, ** That Five be the Quorum of the Committee,** be read, and 
discharged; and that Three be the Quorum of the Committee. 



Martis, 16^ die Augusti, 1853. 



Ordered, That the Committee have power to Report their Observations, with the 
Minutes of Evidence taken before them, to The House. 
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REPORT. 



THE SELECT COMMITTEE appointed to take into consideration the 
Subject of AssuRANCB Associations^ and who were empowered to 
report their Observations, and the Minutes of Evidence taken before 

them, to The House ; Have considered the matters to them referred, 

and have agreed to the following REPORT: 

YOUR Committee have considered the subject referred to them, and have 
examined the Registrar and Assistant Registrar of Joint Stock Com- 
panies ; the Registrar of Friendly Societies ; Mr. Finlaison, the late Actuary to 
the Commissioners of the National Debt ; Dr. Farr, at the head of the statis- 
tical department of the Registrar-generaFs Office; and many of the most 
eminent actuaries connected with insurance offices of every class. 

2. So far as regards the Joint Stock Companies* Act of 1844, Your Committee 
have confined their inquiry chiefly to that portion of it which affects Insurance 
Companies, and more particularly the business of life insurances. From the evi* 
dence of the Registrar and Assistant Registrar of Joint Stock Companies, it 
appears that the law, as it now stands, is extremely defective, and that the 
provisions of the Act of 1844 are very imperfectly carried out ; many of which 
they have no power to enforce if not complied with. 

3. With regard to provisional registration, it appears that the law, as it now 
stands, does not afford the security which was contemplated by the Act of 
1844; inasmuch as the representations made by the prospectuses and adver- 
tisements issued by new companies often vary very materially from the objects 
for which they have been provisionally registered ; and there appears to be no 
means at present to prevent deception and misrepresentation being practised 
on the public in this way. Nor are the regulations required in order to obtain 
complete registration more perfect for that purpose. It is required bv the law 
that the deed of settlement should be signed by shareholders equal to one- 
fourth in number, and representing one-fourth of the proposed capital of such 
companies ; but it appears from the evidence of Mr. Whitmarsh that this provi- 
sion has been extensively abused by means of false and fraudulent signatures, 
and has thus proved to be a very insufficient security for the objects contem- 
plated. It appears, also, that it has been frequently evaded by companies com- 
mencing business with a very small capital, and, immediately upon obtaining 
complete registration, greatly increasing its amount, which they are enabled to 
do without frirther recourse to the office of the Registrar. These observations, 
however, apply to Joint Stock Companies generally. 

4. After Joint Stock Companies are completely registered, one of the chief 
securities contemplated by the Act of 1 844 for the safety of the public is the duty 
imposed upon them to return annual balance-sheets representing the state of 
their affairs to the Registrar's Office, where they are open to public inspection. 
But from the fact, that that Act prescribed no form, and furnished the Registrar 
with no power to enforce a compliance with the spirit, or even with the letter, 
of the law, it appears that this provision has been very imperfectly complied 
vrith in many cases, and in others altogether neglected ; so that it cannot be 
said that it has afforded, in a majority of cases, either the information or the 
security which was intended. Much doubt, indeed, has been expressed by 
some witnesses whether the publication of accounts in their present form has 
not rather tended to mislead than to inform the public, in which view Your 
Committee are inclined to acquiesce. And if the system of publishing accounts 
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is in future to be persevered in, Your Committee express a decided opinion tliat 
the law must define more clearly what it requires ; and that a greater power 
should be given to enforce whatever provisions are thought necessary for the 
purpose. 

5. There is one subject which has formed so prominent a feature during Your 
Committee's inquiry, and which has partly arisen from the Act of 1844, that 
they cannot pass it over without some remark, viz., the diflferences of 
opinions and views entertained by the two great classes of offices, the one 
including those established since the passing of the Act of 1844, and com- 
pletely registered under that Act, and the other those established prior to that 
date, and not so registered. Your Committee have arrived at the conclusion, 
that in many ways that distinction has operated prejudicially, and that it would 
be eminently to the advantage of the offices themselves, as well as to the public 
at large, if all Insurance Companies could be brought under one law, leaving 
each Company to recommend itself to the public upon its own merits. 

6. With regard to the general condition of existing Companies, so far as any 
evidence has been laid before Your Committee, they feel it their duty to 
report, that it is more satisfactory than they had been led to believe before 
they entered upon their inquiry. No doubt instances of great abuses and 
flagrant frauds have been disclosed by the witnesses examined, but in 
general these consisted of an open violation of all law, more akin to 
swindling than to regular trade, and such as it would be difficult for any Legis- 
lature to prevent, so long as private persons exercise so little precaution in 
the conduct of their own affairs. But while the Committee are enabled to 
speak in these satisfactory terms of existing offices, so far as the evidence has 
gone, their attention has been called to the great facilities which exist under 
the present state of the law, for Insurance Companies, in common with others, 
being brought into existence with no reasonable prospect of, or guarantee for 
success, and not unfrequently without any bond fide intention of transacting 
business. It appears by a return made to Your Committee from the office of the 
Registrar, that since the passing of the Act in 1844, no fewer than 311 Insurance 
Companies of various kinds have been prosionally registered, of which only 140 
were completely registered, and of which only 96 continue to exist at this time., 
And while Your Committee have reason to believe that some of the companies' 
which have ceased to exist during that period, have been absorbed in other 
companies by whom their business has been taken over, yet at the same time 
they have no doubt that considerable traffic has been carried on in the 
mere creation of companies which never had any real prospect of a bond fide 
existence. 

7. So far then as regards the present state of the law, as established by the 
Act of 1844, it appears to be a very general, if not a universal opinion, that it 
requires some amendment, and in which Your Committee fully concur. They 
are deeply impressed with the opinion, that as the law now stands, it does either 
too much or too little ; too much, inasmuch as any legislative enactments 
professing to protect the public in such matters, have a certain tendency to 
weaken and impair that individual vigilance which would be more surely 
exercised, if no such attempt was made ; and too httle, inasmuch as the secu-^ 
rities which the law provides are ill calculated to effect the object at which they 
aim. On the part of all the witnesses examined. Your Committee found a 
laudable desire to improve the existing state of the law, differing, no doubt 
widely, in their views, as to the bestmode of accompUshing that object. On the 
part of the old offices of extensive business, the witnesses who more particularly 
represented them, expressed their desire to be placed under one general rule, 
to make such annual returns, and to afford such other tests as could be given 
without an undue interference with their business, for the purpose of securing 
one safe and uniform system, by which a reasonable security may be afforded 
for the respectability and solvency of Insurance Companies. 

8. In approaching the question of what alterations in the present state of the 
law Your Committee are prepared to recommend, they feel that it is one which 
is surrounded by great difficulties. The two distinct principles in respect to 
subjects of this nature, viz., that of interference by the Government for 
the protection of the public, and that of no interference whatever, have 
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been very fully and ably discussed by the witnesses examined by Your Com- 
mittee. On the one hand, even admitting the general wisdom of the principle 
of non-interference on the part of the Government m matters of trade, it 
has been contended that the question of life insurance differs so materially 
in its general character from ordinary trading transactions, that it may fairly 
be considered as an exception to that rule. This exceptional treatment has 
been justified and supported, on the ground that the obUgations undertaken by 
such associations, have reference to a very remote and uncertain period ; that 
the object which persons have in view in effecting insurances upon their lives, 
is generally of an important and solemn character, viz., the provision for 
widows and orphans after the death of their natiural protectors ; that, unlike any 
ordinary transaction of trade, a contract once entered into cannot be dis- 
charged or abandoned, if doubts of the stability of an ofBce should arise, with- 
out a great sacrifice of premiums paid in past years, and the necessity of 
effecting new pohcies in other offices at increased rates of premium^ owing to^ 
the greater age of the assured ; and that in the present state of uncertainty 
which arises from the imperfect knowledge as to the real condition of assurance 
offices, persons are thus placed in the anxious and unhappy dilenmaa of being 
compelled to persevere in paying premiums from year to year, with some sus- 
picion and doubt as to the ultimate advantage of doing so, or of incurring the 
serious loss which, under the most favourable circumstances, must attend the 
abandonment or sale of a policy. On these considerations, as a special case, 
it has been contended by different witnesses of great experience, that inter- 
ference on the part of the Government is not only justifiable, but a matter of 
high duty, for the protection and information of the public. 

9. On the other hand, it has been contended, with equal ability, that insurance 
business forms no exception to ordinary trade in these respects ; that the Acts 
which have already been passed with a view of controlling the operations of 
insurance societies have been rather hurtful than beneficial for the very objects 
they had in view ; that an apparent compliance with the provisions of an Act 
of Parliament and a certificate of complete registration, while they have proved 
entirely ineffectual for their professed objects, and no real security to the 
public, have afforded facilities, under the sanction of Parliamentary authority, 
embodied in regulations administered by a public department, for the formation 
of companies and the perpetration of frauds which could not otherwise have 
been accomplished. And it has been further contended that it is impossible to 
make such regulations, consistent with the free development of private enter- 
prise, which, so far as the public is concerned, will not prove more prejudicial 
by lulling private prudence and vigilance, than beneficial in respect to any 
increased security which they can confer. 

10. Much difference of opinion has been expressed by the different witnesses 
favourable to the former of the two principles alluded to, as to the extent to 
which Government interference should take place ; some have contended, not 
only for an enactment which should more strictly regulate the circumstances 
unaer which insurance companies can be formed, but also for the appointment 
of Government actuaries, under a department of the State, who should have 
a direct supervision of the proceedings of all insurance com[)anies, while the 
generality of witnesses favourable to some regulations have confined themselves 
to much narrower limits, and have contended only for such precautions as 
should test the bond fides of new companies, and as should from time to time 
afford a fair amount of information with respect to the condition of such com- 
panics, relying upon the good faith of directors and actuaries for the accuracy 
of the information furnished. 

11. In venturing to express the views which Your Committee have been led 
to entertain as to the course which Parliament should pursue in future in regard 
to the subject of Life Assurances, they will divide their remarks into five heads : 

1 . As to the mode in which it is desirable to deal with the present Joint 
Stock Companies* Act, so far as relates to Insurance Companies. 

2. As to the Registrar's office, duties and powers. 

3. As to the registration of existing offices. 
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4. As to precautions which it seems desirable to take in order to test 
the handfiden of new associations, and to entitle them to complete r^stra^ 
tion. 

5. As to the securities which can be a£Porded to the public by the 
publication of periodical accounts 

12. Your (Committee will now proceed to remark on each of these points 
separately. 

1st. Your Committee are of opinion that the business of assurance companies 
differs so much from ordinary business, that it will be advisable to repeal all the 
provisions of the Joint Stock Ck>nipanies' Act so far as they relate to assurance 
societies, and to deal with them in a separate Act. 

2d. Your Committee have already adverted to the insufficient power which 
the existing Act confers upon the Registrar of Joint Stock Companies to give 
effect to the provisions of the law. Your Committee are of opinion that what- 
ever duties may be intrusted to that officer under any Act to be passed, it is 
essential that adequate powers should be provided to enable him, either 
by himself, or through one of the departments of the State, to enforce any re- 
gulations that Parliament may think it wise to enact. Experience has proved 
that without such powers, regulations become a dead letter, and are only 
calculated to mislead by the apparent sanction which they give to proceedings 
not in reality controlled by them. 

3d. Your Committee, in a former part of this Report, have alluded to the 
inconvenience which has arisen from the fact that a portion of the existing 
assurance offices are completely registered under the Act of 1844, and a 
portion not so registered. The effect of this distinction has been to lead to 
controversies between the *^old offices" (established prior to 1844), and the 
"new offices" (established since the passing of the Act of that year) ; which 
have been prejudicial to the interests of the public. Your Committee are, 
therefore, of opinion that it would be highly advantageous to all parties if all 
companies, both those existing and those that may in future be formed, could 
be placed under one general system of registration. In accomplishing this. 
Your Committee would recommend that the requirements for registration, as 
regards existing Companies, should be as simple as possible, but that whatever 
periodical returns may be deemed necessary, should be the same as regards all 
companies whatever. 

With regard to Mutual Assurance Companies, where the clauns of the 
assured are confined to the funds of the society, and where no personal 
liability attaches. Your Committee are of opinion that the requirement of the 
law that the members of such societies should be registered, is of no real utility 
to the public or the assured, while it is both expensive and troublesome ; and 
that all the objects of the law would be answered by a registration of the 
directors and other officers of such societies. 

4th. Your Committee feel that perhaps the most important part of their 
inquiry is that which refers to the precautions which should be hereafter 
adopted with regard to the formation of new companies. On the one hand. 
Your Committee feel that the ground hitherto occupied by these useful 
institutions have been comparatively limited, and that their application is 
capable of a great extension not only in the higher and middle classes of 
society, but also among the hiunbler classes, to whom it has recently been very 
considerably applied ; and that it is therefore very important that no check 
or impediment should be placed in the way of the further extension of 
this enterprise, not absolutely needful for the security of the public. On 
the other hand, the Committee are of opinion that in the interest of the 
companies themselves, as well as in that of the public, it is desirable to 
interpose such checks as will give a reasonable guarantee as to the bond fide 
intentions of the promoters of such companies. To this extent only the 
Committee are of opinion that any interference at this stage is desirable. 
With this view, in addition to such regulations as may be considered needful 
for the purposes of registration, the Committee are of opinion that no new 
company should be admitted to complete registration until a capital shall have 
been subscribed, and actually paid up, of at least 10,000 /., and which shall be 
invested in the public funds, under such regulations as Parliament may deem 
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fit to enact ; to be considered in the double light of a test of bondjide intentions 
on the part of the promoters, and of a security for the liabilities of the company 
at its early stage of existence. 

5th. No part of the subject submitted to Your Committee has received more 
attention than that of the publication of periodical accounts. Hitherto those 
accounts, as published, have been of a most unsatisfactory character. Your 
Committee have carefully considered whether it would be practicable to pre- 
scribe such a form of account as would accomplish the objects of the Legisla- 
ture ; but after the most careful consideration, they are led to the conclusion 
that no fixed form could be made applicable to all cases, which would not be 
exposed to much evasion, or which would practically afford any real security. 

Your Committee therefore would recommend that it shdl be imperative 
upon each company to make a complete investigation into its affairs at 
least once in five years, as is usually prescribed by their deeds of settlement, 
and at such times so prescribed, which shall show a complete valuation 
of their risks and liabilities, and of their assets to meet the same ; and that all 
such valuation accounts, which may be made for the information and use 
of their proprietors, shareholders, or members, shall be roistered in the office 
of the Registrar ; and that in each intermediate year between such periodical 
balance-sheets or valuations, there shall also be registered a statement contain- 
ing authenticated information on the following particulars : 

The amount of receipts during the year for premiums on policies. 

The amount of expenses during the yeftr. 

The number and amount of new policies issued. 

The total number and amount of liabilities on all current policies. 

The total amount of premiums receivable on the same. 

The whole amount of capital ; distinguishing the manner in which 
invested. 

How much in cash. 

How much in Government securities. 

How much in mortgage upon real estate. 

How much in other securities ; specifying their nature. 

The average rate of interest received upon each class of investments. 

The amount of such investment, if any, on which the payment of 
interest is in arrears. 

The table of mortality, and the rate of interest used in calculating 
the premiums. 

13. The evidence which Your Committee has obtained, leads them to believe 
that some such general statement would be of much greater utility in enabling 
the public to come to a correct judgment as to the condition of an office, than 
any form of account that could be adopted. In addition to the above, in the 
case of proprietary companies, the amount of subscribed capital should be 
stated, and also the amount actually paid up, and how invested. 

14. It has been brought to the attention of Your Committee, that the business 
of assurance offices is becoming every year of a more varied character. 

15. This Your Committee regard as the necessary result of the advancement 
of the science on which it is based ; but there is a dass of business which some 
offices have undertaken, viz., that of receiving deposits of money at interest, 
which appears to Your Committee totally inconsistent with the business of life 
assurance. 

16. Your Committee will conclude their Report by calling attention to a part 
of the evidence which advocates the formation of an incorporated society of 
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actuariesi with a view to the advancement of that important science^ and also 
with a view to issue diplomas or certificates to persons qualified to practise as 
actuaries. If any eflfbrt should be made to induce Parliament to grant such an 
incorporation, the Committee are of opinion, that it will be worthy of consi- 
deration, but that further investigation would be needful before such measures 
should be adopted, as considerable difference of opinion prevails on the subject 
among actuaries themselves. 



16 August 1853. 
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PROCEEDINGS OF THE COMMITTEE. 



Luna, H"" die Martii, 1853. 



MEMBBBS PBBBBNT: 



Mr. Hamilton. 
Mr. M. Forster. 
Mr. Freshfield. 
Mr. Geach. 
Mr, Cowan. 



Mr. Ball. 
Mr. Sotheron. 
Mr. Wilson. 
Mr. J. A. Smith. 



Mr. Wilson was called to the Chair. 
Committee deliberated on the coarse oi proceedings. 

[Adjourned to Thursday, 7th April, at One o'clock* 



JaviSj 7^ die AprilU, 1853. 



membbrs present: 
Mr. Wilson, in the Chair. 



Mr. Hamilton. 
Mr. Sotheron. 
Mr. Forster. 
Mr. Glyn. 
Mr, Cowan. 

Mr. Francis Whitmarsh, examined. 



Mr. J. Ball. 
Mr. Chambers. 
Mr. Henley. 
Mr. Mullings. 
Mr. D. Seymour. 



[Adjourned to Monday, at One o'clock*. 



Luna, ir die Aprilis, 1853. 

mbmbebs pbesbnt : 
Mr. Wilson, in the Chair. 



Mr. Forster. 
Mr. Glyn. 
Mr. Cowan. 
Mr. Ball. 

Mr* George Taylor, examined. 



Mr. Sotheron. 
Mr. J. A. Smith. 
Mr. Chambers. 



[Adjourned to Thursday next, at One o'clodL. 
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Luna^ 18** die Aprilis^ 1853. 



MEMBERS PBE8ENT I 



Mr, Cowan. 
Mr. Freshfield. 
Mr. Ball. 
Mr. Seymour. 



Mr. Glyn. 
Mr. John Ball 
Mr. T. Chambers. 
Mr. J. A. Smith. 



Mr. SoTHBRON took the Chair in the absence of the Chairman. 

Mr, Johti Tidd Pratt ^ examined. 

[Adjourned to Thursday next, at One o'clock. 



LuncBy 25** die Aprilis^ 1853. 

MEMBERS present: 

Mr. Wilson, in tlie Chair., 



Mr. Glyn. 
Ms. Chambers. 
Mr. J. Ball. 
Mr. Seymour. 
Mr. Freshfield. 

Mr. John Finlaisony examined. 



Mr. Cowan. 
Mr. Hamilton. 
Mr. Geach. 
Mr. Mullings. 



[Adjourned to Monday next, at One o'clock. 



Luncdy 2"" die Maiiy 1853. 



MEMBERS present: 



Mr. Freshfield. 
Mr. Sotheron. 
Mr. Glyn. 
Mr. Chambers. 



Mr. Ball. 
Mr. Geach. 
Mr. Cowan. 



Mr. Hamilton took the Chair in the absence of Mr. Wilson. 

Mr. Charles Amell, examined. 

[Adjourned to Thursday, at One o'clock. 



JoviSf 5** die Maiiy 1853. 



members present: 
Mr. Wilson, in the Chair. 



Mr. G. A. Hamilton. 
Mr. Sotheron. 
Mr. Ball. 
Mr. Muntz. 
Mr. Cowan. 



\ 



Mr. Danby Seymour. 
Mr. Thomas Cfh ambers. 
Mr. Mullings. 
Mr. Geach. 



Mr. Charles Ansell and Mr. W. T. Thompson, examined. 

[Adjourned to Monday, at One o'clock. 
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Lnn^s^ 9" die Mm, I85S. 



MEMBSBS PRBSKKT : 

Mr. WiLSOK, in tbe Clnrir. 



Mr. Cowan. 
Mr. Chambers. 
Mr. Hamilton. 



Mr. Fiedifietd. 
Mr. John Ball. 
Mr. MuIIings. 



Mr. James John Dcumes, examined. 

[Adjourned to Thursday, at One o'clock. 



Javis, 12^ die Maiij 1853. 



Mr. Hamilton. 

Mr. 

Mr. 

Mr. Cowan.^ 



MBMBBR8 PRB8BMT : 

Mr. Wilson, in the Chair. 

Mr. Geach. 
Ms. flu IBM ar. 
Mr.J.firfL 



Mr. T. H. EdmondM, examined. 

[Adjourned to Thursday, 2d June, at One o'clock* 



J0m^ V die Jmm, ISfiS. 



fbmbvt: 

Mr. Wilson, in the Chak. 

Mr. Munte. I Mr. MuUings. 

Mr. Cowan. | Mr. Chandra. 

Mr. Smnuel Broum, examined. 

[Adjourned to Monday, at One o'clock. 



Luna, &" die Junii, 1853. 



MEMBERS FBESENT: 

Mr. Wilson, in the Chair. 
Mr. Glyn. | Mr. Cowan. 

Order of The House of the 3d June, making Three the quorum of the Committee, read. 
Mr. Samuel Ingall, examined. 

[Adjourned to Thursday, at One o'clock. 
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Jtyoisj 9* die Junii^ 1863. 



MEMBERS present: 

Mr. Wilson, in the Chair. 

Mr. Glyn. 
Mr. Muntz. 
Mr. Cawan. 



Mr. Mullings. 
Mr. Gteach. 



Mr. S, Ingall, and Mr. Charles Jellicoe, examined. 

[Adjourned to Monday, at One o'clock. 



Luna^ 13^ die Juniiy 1853. 



MEMBEB8 PRESENT: 



Mr. Wilson, in the Chair. 



Mr. Hamilton. 
Mr. Chambers. 
Mr. Cowan. 



Mr. Mullings. 
Mr. Soiheron. 



3f r. F. O. R. Nelson, examined. 

[Adjourned to Thursday, at One o'clock. 



Jovis, 16* die Junii, 1853. 



MEMBERS PRESENT : 

Mr. WiLsoNf in the Chair. 

Mr. Chambers. I Mr. Geach. 

Mr. Cowan, | 

.Mr. John A . Higham, and Mr. John Hornby , examined. 

[Adjourned to Monday, at One o'clock. 



LuncBj 20* die Juniiy 1853. 



MEMBERS present: 



Mr. Wilson, in the Chair. 



Mr. Muntz. 
Mr. Henley. 
Mr. Mullings. 



Mr. Glyn. 
Mr. Cowan. 



"Mr. jB. John Farren, examined. 

[Adjourned to Thursday, at One o'clock. 
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JoviSj 23^ die Juniiy 1853, 



MEMBERS present: 

Mr, Wilson, in the Chair, 



Mr. Muntz* 
Mr. Sotheron. 



Mr. Geach. 
Mr. Cowan. 



Air. Edtoard Ryley and Mr. Alexander Colvin, examined. 

[Adjourned to Monday, at One o'clock. 



Luntje, 2T die JunH^ 1853. 



MEMBERS present: 

Mr. Wilson, in the Chair. 



Mr. Mailings. 
Mr. Freshfield. 
Mr. Cowan. 
Mr* Sotheron, 



Mr. John Ball. 
Mr. Geach. 
Mr. Chambers. 



Mr. fVilUam S. D. Pateman and Mr. J. D. Fitzgerald, a Member of The House, examined. 

[Adjourned to Thursday, at One o'clock. 



Jovis, 30** die Juniiy 1853. 



MEMBERS present: 

Mr. Wilson, in the Chair. 



Mr. Cowan. 
Mr. Henley. 



Mr. Muntz. 



William Farr, Esq., M. d„ Mr. Alexander RoberUon, and Mr. Colvin, examined, 

[Adjourned to Monday, at Two o'clock. 



Luna, 4^ die JulH, 1863. 



Mr, Cowan. 
Mr, Freshfield. 
Mr, Henley. 

Committee deliberated. 



MEMBERS present: 

Mr. Wilson, in the Chair. 



Mr. D. Seymour. 
Mr. Hamilton. 
Mr. Glyn. 



[Adjourned to Thursday, at Twelve o'clock. 
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Jovis, T die Julii, 18&3. 



MEMBERS PRESENT : 

Mr. Wilson, in th6 Chair. 

Mr. Henley. j Mr. Geach. 

Mr. Cowan. | Mr. Dan by Seymow. 

Mr. Alexander Robertson^ Mr. Alexander Colmn^ and Mr. F. G. P. Neison, examined. 

[Adjourned to Friday, 15th, at One o'clock. 



Veneris, 15* die Juliiy 1853. 



MEMBERS present: 

• Mr* Wilson, in Ae Chair. 

Mr. Freshfield. 
Mr. Hamilton. 
Mr. Cowan. 



Mr. Danby Seymour. 
Mr. John Ball. 
Mr. Mullings. 



Committee deliberated. 



The Chairman was instructed to prepare a Report for the consideration of the Com- 
nuttee. 

[Adjourned to Monday, 16th August, at One o'clock. 



JjufUPy 15* die AugusHy 1853. 



Mr. Freshfield. 
Mr. Muntz. 
Mr. Sothoron. 



MEMBERS PRESENT : 

Mr. Wilson, in the Chair. 

Mr. Hamilton. 
Mr. Chambers. 



Draft Report proposed by the Chairman read 1% as follows : 

"Your Committee have considered the subject referred to them, and have examined 
the Registrar and Assistant Registi*ar of Joint Stock Companies; the Registrar of 
Friendly Societies ; Mr. Finlaison, the late Actuary to the Commissioners of the National 
Debt ; Dr. Farr, at the head of the statistical department of the Registrar-general's 
Office: and many of the most eminent actuaries connected with insurance offices of 
every class. 

"So far as regards the Joint Stock Companies' Act of 1844, Your Committee have 
confined their inquiry chiefly lo that portion of it which affects Insurance Companies, and 
more particularly the business of life insurances. From the evidence of the Registrar 
and Assistant Registrar of Joint Stock Companies, it appears that the law, as it now 
stands, is extremely defective, and that the provisions of the Act of 1844 are very imper- 
fectly carried out ; many of which they have no power to enforce if not complied with. 

" With re|ai*d to provisional registraiion, it appears that the law, as it now stands, does 
not afford the security which was contemplated by ihe Act of 1844; inasmuch as the 
representations made by the prospectuses and advertisements issued by new companies 
often vary very materially from the objects for which they have been provisionally registered ; 
and there appears to be no means at present to prevent deception and misrepresentation 
bein^ practised on the public in this way. Nor are the regulations required in order to 
obtam complete registration more perfect for that purpose. It is required by the law that 
the deed of settlement should be signed by shareholders equal to one-fourth in number, and 
representing one-fourth of the proposed capital of such companies ; but it appears from 
the evidence of Mr. Whitmarsh that ibis provision has been extensively abused by means of 
false and fraudulent signatures, and has thus proved to be a very insufficient security for 
the objects contemplated. It appears, also, that it has been frequently evaded by companies 
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commencing bnaioess with a very small capital, and, inunediately upon obtaining complete 
registratioo, greatly increasing its amount, which they are enabled to do without further 
recourse to the office of the Registrar. These obsei-vatioBs, however, apply to Joint Stock 
Companies generally. 

** After Joint Stock Companies are completely registered^ one of the chief securities 
c<mlemplated by the Act of 1844 for the safety of the public is the duty imposed upon them 
to retam annual balance^heets representincr the state of ibeir afiairs to the Registrar's 
Office, where they are open to public inspection. But from the fact, that that Act pre^ribed 
no form, and furnished the Kegistrar with no power to enforce a compliance with the 
spirit, or even with the letter, of the law, it appears that this provision has been very 
imperfectly complied with in many cases, and in others not at all ; so that it cannot be 
saKl that this provision, as it has heretofore been acted upon, has affbrded, in a majoiity of 
cases, either the information or the security which was intended. Much doubt, indeed, has 
been expressed by some witnesses whether the publication of accounts in their present form 
has not ratlier tended to mislead than to inform the public, in which view Your Committee 
are inclined to acquiesce. But if the system of publishing accounts is in future to be 
persevered in at all. Your Committee express a decided opinion that the law must define 
more clearly what it requii*es ; and that there should be given a greater power to enforce 
whatever provisions are thought necessary for the purpose. 

" There is one subject which has formed so prominent a feature during Your Committee's 
inquiry, and which has partly arisen from the Act of 1844, that Your Committee cannot 
pass it over without some remark, viz., the differences of opinions and views entertained by 
the two great classes of office;*, the one including all those established since the passing of 
the Act of 1844, and consequently registered under that Act, and all those established prior 
to that date, and not so registere<l. Your (Committee have arrived at the conclusion, that 
in many ways that distinction has operated prejudicially, and tliat it would be eminently 
to the advantage of the oHices themselves, as well as to the public at large, if all insuiance 
officer could be brought under one law, leaving each office to recommend itself to the public 
upon its own merits* . 

** With regard to the general condition of existing offices, so far as any evidence has 
been laid before Your Gommittee, they feel it their duty, as well as their pleasure, to 
report, that it is more satisfactory than they had been led to believe before they entered 
upon their inquiry. No doubt some cases of great abuses and most flagrant frauds have 
been disclosed by the witnesses examined, but in general these consisted of an open viola* 
tion of all law, more akin to swindling than to regular trade, and such as it would be 
difficult for any Legislature to prevx«.nt, so long as private persons exercise so little precau 
tion in the conduct of their own affairs. But while the Committee are enabled to speak in 
these satisfactory terms of existing offices, so far as the evidence has gone, their attention 
has been called to the great facilities which exist under the present state of the law, for 
Insurance Companies, in common with others, being brought into existence with no reason^ 
able prospect of, or guarantee for success, and not unfrequently without any bond fide 
intention of transacting business. It appears by a return made to Your Committee from 
the office of the Registrar, that since the passing of the Act in 1844, no fewer than 311 
Insurance Companies have been provisionally registered, of which only 140 were com- 
pletely registered, and of which only 96 continue to exist at this time. And while 
Your Committee have reason to believe that many of the companies which have ceased to 
exist during that period, have been absorbed in other companies by whom their business 
has been taken over, yet at the same time they have no doubt that considerable traffic has 
been carried on in the mere creation of companies which never had any real prospect of a 
bimdfide existence. 

" So far then as regards the present state of the law, as established by the Act of 1844, 
it appears to be a very general, if not a universal opinion, that it requires some amendment, 
and in which Your Committee fully concur. They are deeply impressed with the opinion, 
that as the law now stands, it does either too much or too little ; too much, inasmuch as 
any legislative enactments professing to protect the public in such matters, have a ceitain 
tendency to weaken and impair that individual vigilance which would be more surely 
exercised, if no such attempt was made ; and too little, inasmuch as the securities which 
the law provides are ill calculated to effect the object at which they aim. On the part of 
all the witnesses examined, Your Committee found a laudable desire to improve the 
existing defects in the law, differing, no doubt widely, in their views, as to the test mode 
of accomplishing that object. On the part of the old offices of extensive business, the 
witnesses who more particularly represented them, expressed their desire to be placed under 
one general rule, to make such annual returns, and to afford suvh other tests as could be 
given without an undue interference with their business, for the purpose of securing one 
safe and uniform system, by which a reasonable security may be afforded for the resj.ecta- 
bility and solvency of Insurance Companies. 

" In approaching the question of what alterations in the present state of the law 
Your Committee are prepared to recommend, they feel that it is one which is sur- 
rounded by great difficulties. The two distinct principles in respect to subjects of 
this nature, viz., that of interference by the Government for the protection of the 
public, and that of no interference whatever, have been very fully and ably discussed by the 
witnesses examined by Your Committee. On the one hand, even admitting the general 
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wisdom of the principle of non-interference on the part of the Government in matters of 
trade, it has been contended that the question of life insurances differs so materially in its 
general character from ordinary trading tmnsactions, that it may fairly be considerted as an 
exception to that rule. This exceptional treatment has been justified and supported, on the 
ground thai the obligations undertaken by such associations have reference to a very remote 
and uncertain period ; that the object which persons have in view in effecting insurances 
upon their lives, is generally of so important and solemn a character, the provision for 
widows and orphans after the death of their natural protectors ; that, unlike any ordinary 
transaction of trade, a contract once entered upon cannot be discharged or abandoned, if 
doubts of the stability of an office should arise, without a great sacrifice of premiums paid 
in past years, and the necessity of renewing policies in other offices at very greatly increased 
rates of premium, owing to the greater a^e of the assured ; and that persons in the present 
state of uncertainty, which arises from the imperfect knowledge as to the real condition of 
assurance offices, are thus placed in the anxious and unhappy dilemma of being compelled 
to persevere in paying premiums fi*om year to year, with some suspicion and doubt as to 
the ultimate utility* of doing so, or of incurring the serious loss adverted to, which under the 
most favourable circumstances must attend the abandonment or sale of a policy, and the 
discontinuance of the payments of firesh premiums. On these considerations, as a special 
case, it has been contended by different witnesses of> great experience, that interference on 
the part of the Government is not only justifiable, but a matter of high duty, for the protec- 
tion and information of the public. 

'^ On the other hand, it has been contended, with equal ability, that insurance business 
forms no exception to ordinary trade in these respects ; that the Acts which have already 
been passed with a view of controlling the operations of those societies have been rather - 
hurtful than beneficial for the very objects they had in view ; that an apparent compliance 
with the provisions of an Act of Parliament and a certificate of complete registration, while- 
they have proved entirely ineffectual for their professed objects, ana no real security to the 
public, have afforded facilities, under the sanction of Parliamentary authority, embodied in 
regulations administered by a public department, for the formation of companies and the 
perpetration of frauds which could not otherwise have been accomplished. And it has been 
further contended that it is impossible to make such regulations, consistent with the free 
development of private enterprise, which, so far as the public is concerned, will not prove 
more prejudicial by lulling private prudence and vigilance, than beneficial in respect to any 
increased security which, Uiey can confer. 

" Much difference of opinion has been expressed by the different witnesses favourable to 
the former of the two principles last alluded to, as to the extent to which Government inter* 
ference should take place ; some have contended, not only for an enactment which should 
more strictly regulate the circumstances under which insurance companies can be formed, 
but also for the appointment of Government actuaries, under a department of the State, who 
should have a direct supervision of the proceedings of all insurance companies ; while the 
generality of witnesses favourable to some regulations have confined themselves to much 
narrower limits, and have contended only for such precautions as should test the ho-najidts^ 
of new companies, and as should from time to time afford a fair amount of information with 
respect to the condition of such companies, relying upon the good faith of the directors and 
actuaries of the companies for the accuracy of the information furnished. 

'^ In venturing to express the views which Your Committee have been led to entertain as 
to the course which ParUament should pursue in future in regard to this subject, they will 
divide it into five heads : 

^' 1. As to the mode in which it is desirable to deal with the present Joint Stock 
Companies' Act, so far as relates to Insurance Companies. 

'' 2. As to the Registrar's office and duties. 

'^ 3. As to the registration of existing offices. 

'^4. As to precautions which it seems desirable to take in order to test the honafide^ 
of new associations, and to entitle them to complete regbtration. 

^* 5. As to the securities which can be afforaed to the public by the publication of 
periodical accounts. 

*' Your Committee will now proceed to remark on each of these points separately. 

^* 1. Your Committee is of opinion that the business of assurance companies differs so>- 
much from ordinary business, that it is difficult to render one Act of rarliament well 
adapted for both ; and they are, therefore, of opinion that it will be advisable to repeal all 
the provisions of the Joint Stock Companies' Act so far as relates to assurance societies, 
and to pass a new Act having reference to this subject only. 

*' 2. Your Committee have already adverted to the insufficient power which the existing 
Act confers upon the Registrar of Joint Stock Companies to give effect to the provisions of 
the law. Your Committee are of opinion that whatever duties may be intrusted to that 
officer under any Act to be passed, it is essential that adequate powers should be provided 
ix> enable that officer, either by himself, or through one of the departments of the State, to 
enforce any regulations that Parliament may think it wise to enact. Experience has proved 
thai without such powers^ regulations become a dead letter, and are only cHlcolated to mis* 
lead by the apparent sanction which they give to proceedings not in reality controlled by 
them. 

" 3. Your 
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^ 3. Your Committee, in a former part of thk Report, have alhided to tiie iiicon?eiiience 
which has aerisen from ^ liiet that a portion of the existing assurance offices are registered 
tinder the Act of MM, awLa portion not Yoar Coomiittee cannot hide from themselves 
that the effect of this distinction ^ been to lead to controversies between the '^ old offices'* 
(established prior to 1844), and the ^ new offices^ (eitabliished rince the passing of the Act 
of that year); which controversies Your Committee are. of opinion have been prejudicial to 
the best interests of the public. Your Committee are, therefore, of opinion that it would be 
highly b^eficial to aH parties if all companies, both those existing and that may in future 
be formed, could be brought oadar one general system of r^istraiion. In accomplishing 
this. Your Conmiittes would rBcommend that the reauirements for registration, as regards 
existing companies, should be as simi^ as possible, but that whatever periodical returns 
■say be deemed necessary, should be tne same as re^urds all companies whatever. 

'' With regard to mutual assurance companies, and others, where the claims of the assured 
•re confined to the funds of the society, and where no persoiud liabiUty atteches» Your Com- 
mittee are of opinion that tiie requirement of the law that the members of such societies 
should be registered in theRegistrar'sOffioe,isof no real utility to the public or the assured^ 
while it is both expensive and troublesome. 

^ 4. Your Committee fed that perhaps the most important part of their duty, is that which 
refers to the pracautions which are now taken, and which should be hereafter teken with 
re:ard to the formation of new companies. On the one hand. Your Committee feel that the 
grround occupied by tiiese useful institutions is comparatively limited, and that their applica* 
tiOQ is capable of a great extension not onljr in the nigher and middle classes of society, but 
also amone the humbler classes, to whom it has recentiy very considerably extended ; and 
tiiat it is. therefore very important that no check or impediment should be placed in the way 
of the further extension of this enterprise, not absolutely needAil for the securi^ of the 
public. On the other hand, the Committee are of opinion that in the interest of tne com- 
panies themselves, as well as in that of the public, it is desirable to interpose such checks 
as will ^ve a reasonable guarantee as to the bonijide intentions of the promoters of such 
compames. To this extent only the Committee are of opinion that any interference at this 
stage is desirable. With this view, in addition to such regulations as may be considered 
netful for the purposes of registration^ the Committee are of opinion that no new company 
shall be admitted to complete registrateon until a capital shall have been subscnbed, and 
actually paid up, of at least 10,000 /L, and which shall be invested in the public funds, under 
such regulations as Parliament may deem fit to enact ; to be considered in the double light 
of a test of baiiA fide intentions on the part of the promoters, and of a security for Uie 
liabilities of the company at ite early stege of existence. 

'' 6. No part of the subject submitted to Your Committee has recaved more attention than 
that of the publication of periodical accounts. Hitherto those accounts, as published, have 
beoi of a most unsatisfactory character. Your Committee have carefuUv considered 
whether it would be practicable to prescribe such a form of account as would accom^ish 
the objecte of the Legislature ; but after the most careful consideration, they have oeen 
unable to discover any means by which this end can be accomplished, and they are led to 
the conclusion that no fixed form could be made applicable to all cases, and would be 
exposed to so much evasion as to afford, practically, no real security. 

*^ Your Committee afe therefore disposed to recommend that it shall be made imperative 
upon each company to make a complete investigation into their affairs at least once in five 
years, as is usually prescribed by their deed of settlement, and at such times so prescribed, 
which shall show a complete valuation of tiieir risks and liabilities, and of their assete to 
meet the same, and that such valuation accounte which may be made for the information 
and use of their proprietors, shareholders, or members, shall be registered in the office of the 
R^istrar of Joint Stock Companies; and that in each intermediate year, between such 
penodidd balance-sheets or valuations, there shall be registered a statement containing the 
|[>llo^rhig particulars: 

^1 . The amount of receipts during the year for premiums on policies. 

** 2. The amount of expenses during the year. 

** 3. The number and amount of new policies issued. 

^ 4. The total number and amount of liabilities on all current policies.' 

** %. The total amount of premiums receivable on the same. 

^ 6. The whole amount of capital ; distinguishing the manner in which invested. 

*' How much in cash. 
** How much in Grovemment securities. 
'* How much in mortgage upon real estateJ 
^' How much in other securities ; specifying their nature. 
** The average rate of interest received upon the whole investmento.* 
** The amount of sudi investment, if any, on which the payment of interest is in 
arrears. 

*' 7. The taUe of mortality, and the rate of interest used in calculating the premiums. 
965. c "The 
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' " The evidence which Your Committee has obtained, leads them to betieve that some such 
general statement would be of much greater utility in enabling the public td come to a 
correct judgment as to the condition of an office, than any form of account that could 
be adopted. In addition to the above, in the case of proprietary companies, the amount of 
subscribed capital should be stated, and also the amount actually paid up, and how 
invested. 

*• It has been brought to the attention of Your Committee, that the business of assurance 
offices is becoming every year of a more varied character. 

" This Your Committee regard as the necessary result of the advancement of the science on 
which. it is based ; but there is a class of business which some offices have undertaken, and 
which appears to Your Committee inconsistent with that of life assurance, viz., that of 
receiving deposits of money at interest. 

" Your Committee will conclude their Report by calling attention to a part of the evidence 
which advocates the formation of an incorporated society of actuaries, with a view to the 
advancement of that important science, and also with a view to issue diplomas or certifi** 
cates to persons qualified to practice as actuaries. If any effort should be made to induce 
Parliament to grant such an incorporatiou, the Committee are of opinion that it will at 
least be worthy of consideration, and perhaps of further investigation. In the meantime, 
considerable difference of opinion prevails on the subject among actuaries themselves." 

Proposed Report read 2% and considered, paragraph by paragraph. 

[Adjourned to To-morrow, at Half-past Eleven o'clock. 



Mariis^ 16"" die Augustii, 1853. 

MfiMBERS PRBSRNT: 

Mr. Wjlson, in the Chair. 

Mr. Freshfield. I Mr. Chambers. 

Mr. Hamilton. | Mr. Sotheron. 

Draft Report further considered; several amendments made; paragraph 12 in page 6 
read, and amended. 

Question put, ** That this paragraph, as amended, stand part of the proposed Report." 
Committee divided : 



Ayes, 3. 

Mr. Freshfield. 
Mr. Hamilton. 
Mr. iH)therton. 



No, 1. 
Mr. Chambers. 



Other amendments made in the Draft Report. 

Question, " That this be the Report of the Committee," put, and agreed to. 

Ordered to Report, together with the Minutes of Evidence. 
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LIST OF WITNESSES. 



JoviSj 7* die ApriliSy 1 853. 
Francis Whitmarsh, Esq. - p- 1 

LufkBy 1 1"* die Aprilis, 1853. 
Mr. George Taylor - - p. 22 

Lun€B, 1 8* die Aprilis, 1 853. 
John Tidd Pratt, Esq. - - p. 43 

Luna, as"" die Aprilis^ 1853. 
John Finlaison, Esq. - - p. 49 

Lufue, 2^ die Mali, 1853. 
Charles Ansell, Esq. - - p. 64 

Jovis, S" die Maiiy 1853. 
Charles Ansell, Esq. - - P« 83 
William Thomas Thomson, Esq. p. 85 

Lun<B, 9** die Maiif 1 853. 
James John Downes, Esq. - p. 104 

Jotis, 12** die Maiiy 1853. 
Thomas Rowe Edmonds, Esq. p. 121 

JwiSy 2** die Junii, 1853. 
Samuel Brown, Esq. - - P* Ml 

LuntB^ &" die Junii, 1 853. 
Samuel Ingall, Esq. - - P- 157 

Jovis, 9** die Junii, 1 853. 

Samuel Ingall, Esq. - - p. 172 
Charles Jellicoe, Esq, - - P* > 72 



LuncBy 1 3* die Junu, 1 853. 
Francis G. P. Neison, Esq. - p. 189 

Jovis, \& die Junii, 1853. 

John Adams Higham, Esq. - p. 208 
John Hornby, Esq. - - p. 223 

LufUB, 20^ die Jtmii, 1853. 
E. J. Farren, Esq. - • P» 227 

Javis, 23^ die Jimn, 1853. 
Mr. Edward Ryley - - p. 243 
Alexander Cohin, Esq. - p. 253 

Lunaf 27* dieJutdi, 1853. 

Mr. William Slater Dixon 

Pateman- - - * P* 262 

John David Fitzgerald, Esq., 
M.p. - . . -p. :i93 

Jovis, 30"* die Junii, 1853. 

William Farr, Esq., m. d. - p. 297 
Alexander Robertson, Esq. - p. 313 
Alexander CoMd, Esq. - - p. 318 

Jims, 7* die Julii, 1853. 

Alexander Robertson, Esq. - p. 318 
Alexander Colvin, Esq.- - p. 327 
FrancisG.P. Neison, Esq. - p. 333 
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JomSi V die Aprilisy 1853. 



MEMBERS PRESENT. 



Mr, Wilson. 
Mr. Hamiltoiw 
Mr. Sotheron. 
Mr. Cowan. 
Mr. Henley. 
Mr. MuUings. 



Mr. Matthew Forster. 
Mr. Glyn. 

Mr. Danby Seymour. 
Mr. Thomas Chambers. 
Mr. John Ball. 



JAMES WILSON, Esq., in the Chair. 



Francis Whitmarsh^ Esq., called in ; and Kx imined. 

1 . Chairman.'] WILL you tell the Committee what office you hold ? — Registrar F. Whttmarsh, Esq* 
of Joint-stock Companies, to which I was appointed in June 1846. 

2. Under what Act is the appointment ? — 7 & 8 Vict., c. 110. 7 AjSril 1853. 

3. In what year was that Act passed ? — In 1844 ; it came into operation in 
November 1844. 

4. You were not the first registrar appointed ? — No, Mr. Rogers was ; and he 
was afterwards appointed one of the Emigration Commissioners, I think. 

5. You succeeded Mr. Rogers? — I succeeded him. 

6. Now can you inform the Committee what were the leading provisions of 
that Act, so far as regards your own office ? — The object of it of course was the 
general registration of companies of every description. It is described in the 
Act as ** Assurance Companies, and Companies for the purpose of carrying on 
Trade and Profit." 

7. Can you tell the Committee what provisions the Act contained which were 
to be carried out in your office ; that is, what it was incumbent upon companies to 
do ? — Yes, certainly ; in the first place, no person was permitted to deal in shares 
or establish a company without being provisionally registered, and that was 
to be by one or more promoters of the company; persons who were called 
promoters. 

8. Do you mean that no company was to be established without being pro- 
visionally registered? — Without being provisionally registered; neither estab- 
lished, nor to issue any prospectus, or to take any steps to show themselves to 
be a joint-stock company, until provisionally registered ; and the Act of Parlia- 
ment particularly specifies what they might do upon provisional registration. 

9. What steps were necessary for that provisional registration ? — The parties 
who were tie promoters were to fill up a document, which had been provided 
under the directions of the IJoard of Trade, specifying the name of the party, 
the address, and the object of the company; upon which a fee of 5/. was ordered 
to be paitl by the Act of Parliament. 

10. When you say the " parties," do you mean the person applying, or the 
persons applying? — The person or pei*sons applying who appeared in the matter 
as the promoter or the promoters. 
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T.WhUmanhj'Esq. n. Is there any limit as to the number?— No, one or more. Sometimes I 

have 20 promoters, and sometimes only one. 

7 April 1853. 12. Was there anything else for them to do besides paying that 5 l. and fill- 

ing up the document which you gave ? — They were to make certain returns to 
the office of the names of the promoters of the company, and the objects of the 
company, and the amount intended to form the capital of the company. Those 
returns ought to be made, and the names of those who were appointed provisional 
directors or managers of the company until complete registration. 

1 3. Did it provide for any amount of paid up capital in the first instance ? —No. 

14. There was no provision of that kind ?— No provision of that kind. The 
amount of Capital was perfectly optional with the company. 

15. You had, in fact, no restriction upon provisional registration, except that 
the names of the parties promoting the company should be given with their 
address, with the amount of capital which they intended to employ, and the 
purposes for which they intended to employ it? — ^Yes, it was merely that. 

16. That was the whole object of provisional registration?— That was the 
whole object of provisional registration. Until provisional registration they 
were not permitted to take any steps for the issue of shares or scrip, or anything 
of that description. 

17. Were they permitted, under provisional registration, to issue prospectuses, 
and receive appUcations for shares with deposits ? — If they registered them at the 
Registrar's Office. They were not permitted to do it until tbey were registered 
at the office, and had sent a copy of the prospectuses to the office ; but that was 
afterwards done away with. It was considered rather burdensome, because 
there were perpetual alterations in the prospectuses and advertisements. They 
ought, under the Act, originally to have been registered. 

1 8. By what authority was that practice discontinued ? — Under the authority 
of the next Act that passed ; an Act for the amendment of that former Act, 
namely, the 10 & 11 Victoria. 

19. When you had not a prospectus, what guaiuntee had vou that the com- 
pany purported to be for the same objects, and was the same m every respect as 
wa$ represented to you on provisional registration ? — No guarantee oeyond the 
statement as appearing upon the registration. 

20. Then there might be in the prospectus issued to the public, and the state- 
ment given to you, a considerable discrepancy, without your having anv means 
of discovering it ? — Only this check, that they were to make a return " to the office 
for the registration of joint-stock companies, a copy of every prospectus or cir- 
cular, or handbill, or advertisement, or other suoh document, at any time addressed 
to the public, or to the subscribers or others, relative to the fermation or modi- 
fication of such company." I have no guarantee beyond their registration of any 
prospectus or circular or advertisement. 

21. Then when you ceased to receive those prospectus^, you ceased to have 
that check to which you have just referred ? — Certainly, to that extent. 

22. My question had reference to the state of things after you ceased to receive 
those prospectuses ? — They, in fact, issued what they liked, and I had no means 
of controlling them, or knowing what they contained. 

23. Nor of knowing whether the prospectuses presented to the public cor- 
responded with what was presented to you ? — Certainly ; and I have found, with 
regard to the prospectuses, that the prospectus deviated extremely from the 
original intention of the company; and I have had occasion to write, and call 
attentioi) to the fact. 

24. You found that it differed, as compared with the representations made to 
you upon the provisional registration ? — Upon the provisional registration, and 
from the real objects of the condpany. I am speaking now generally, without 
giving any instances, because I suppose you will take it upon the good faith of 
my statement. 

25. Is that state of things remaining to the present day ?— Yes ; that state of 
things is remaining to the present day. 

20. Then, in fact, at the present moment a company may he provisionally 

registered in your office, and it may issue prospectuses to the public differing 

materially from the professions under which it waB registered, without your 

necessarily knowing that thei^ is any difference? — Certainly they might; I 

• have 'no check upon them. 

27. What is the next step that a company has to take after that provisional 

registration ? — 
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registration ? — The next step they ought to take would be to prepare fw com- F.WhitfnarshyEM^ 
plete registration. 

28. What do they do for that?— They send in a copy of the deed that they 7 Apr" 1853. 
intend to be incorporated under. 

29. The deed of settlement? — The deed of settlement; they send in a copy 
for my perusal. No deed can be registered without my having perused it first; 
and I must see that it is in every respect, according to the best of my judgment, 
conformable to the Act; and when that is done, they are entitled to have com- 
plete registration, whether I will or not. The Act says, " The registration shall 
then be completed." 

30. If they comply with the provisions of the Act, you have no choice whether 
you will register or not?— Certainly. 

31. Will you tell the Committee what are the necessary stipulations in the 
contract, in order to receive your assent? — They are specified in the 7th Clause 
of the Act : •* No joint-stock company shall be entitled to receive a certificate of 
complete registration, unless it be formed by some deed or writing under the 
hands and seals of the shareholders therein, and in or by such deed there must 
be appointed not less than three directors, and also one or more auditors ; and 
such deed must set forth in a schedule thereto, in a tabular manner, according to 
the order hereinafter mentioned, the following particulars ; that is to say, 
(1.) The name of the company; and also (2.) The business or purpose of the 
company ; and also (3.) The principal or only place for carrying on such busi- 
ness, and every branch ofiice (if any) ; and also (4.) The amount of the pro- 
posed capital, and of any proposed additional capital, and the means by which 
it is to be raised, and where the capital shall not be money, or shall not 
consist entirely of money, then the nature of such capital and the value 
thereof shall be stated ; and also (6.) The amount of money (if any) to be raised, 
or authorised to be raised by loan ; and also (6.) The total amount of the capital 
subscribed or proposed to be subscribed at the date of such deed ; and also (7.) 
The division of the capital (if any) into equal shares and the total number of 
such shares, each of which is to be distinguished by a separate number in a 
regular series ; and also (8.) The names and occupations, and (except bodies 
politic) the place of residence of all the then subscribers, according to the in- 
formation possessed by the officers of the OMripany in respect of such names and 
occupations and places of re8i4e»ce; and also (9.) The nimber of tlie shores 
which each subscriber holds, and the distinctive numbers thereof, distm^ishmg 
the numbers of the shares^ on which the deposit has been paid from those on 
which it has not been paid ; and also (10.) The names of the then direotors of 
the company, and of the then trustees of the oompany (if any), and of the then 
^oditors of the company, together with their respective places of business (if any), 
occupations, and places of residence ; and also (11.) The duration of the com* 
pany, and the mode or condition of its dissolution." Then it says, ** And 
that such deed must contain a covenant on the part of every shareholder with a 
trustee on the part of the company, to pay up the amount of the instalments on 
the shares taken by such shareholder, and to perfoi-m the several engagements 
in the deed contained on the part of the shareholders, and that such deed must 
also make provision for such of the purposes set forth in Schedule (A.) to this 
Act annexed," which is rather a long Schedule, " as the nature and business of 
the company may require, and either with or without provision for such other 
purposes (not inconsistent with law) as the parties to such deeds shall think 
proper.'' So that you see that throws a great discretion on me. I must take 
care that there is nothing inserted in the deed inconsistent with the law, conse- 
quently I am obliged to look to the general law of the land. " And that every 
such deed of settlement must be signed by at least one-fourth in number of the 
pei-sonsvvho at the date of the deed have become subscribers, and who shall hold 
at least one-fourth of the maximum number of shares in the capital of the com- 
pany, and that every such deed must be certified by two directors of the company 
by writing endorsed thereon, in the form contained in the Schedule (B.) to this 
Act annexed ; and that on the production of such deed, setting forth such 
matters and making such provisions as ai-e hereby required to be provided for, 
and being so signed and certified, together with a complete abstract or index 
thereof, to be previously approved by the registrar of joint-stock companies, and 
also a copy of such deed, for the purpose of registering the same, or as soon after 
such production as conveniently may be, the registrar of joint^stock companies shall 
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f. fl'hitmariht Esq. grant a certificate of complete registration, according to the provisions of this 

Act in that behalf/' So that you see it is imperative upon the registrar to do 

; April 1853. that, ^* and unless such deed and other matters be so produced, and such con- 
ditions be so performed, it shall not be lawful fur him to grant such certificate ; 
and that after such certificate shall be granted, it shall be taken as evidence of 
the proper provisions being inserted in such deed.'* Then there is a power for 
me to call, if I see anything defective in the original deed, for a supplementary 
deed to supply that deficiency according to the terais of the Act. 

32. You have no discretion whatever under that Act of Parliament, those 
things being doner— Except to see that everything is done according to the law, 
according to the best of my judgment, 'then they are entitled to have the 
registration. 

33. Then you require that the deed shall be signed by one-fourth of the pro- 
fessed subscribers ? — Yes. 

34. And one-fourth of the professed capital? — Yes, and one- fourth of the 
professed capital, and one-fourth of the maximum shares. 

35. Is there any provision as to any portion of the capital being paid up at 
the moment ? — There is none. 

36. There is no provision for any portion of the capital whatever being paid 
up ? — None. 

37. Not at the moment of complete registration? — No. 

38. Is there any provision which renders it necessary within a limited time to 
pay the whole or any part of the capital ? —No ; it is according to the terms of 
the deed of settlement. 

39. Then by law the granting of the deed is not dependent upon any capital 
being paid up at the time the deed is granted, or within any specific period 
after the deed is granted ? — No ; it is according to the regulation of the pro- 
posed company itself. 

40. But the Act provides no stipulation of that kind as a thing to be done 
before complete registration ? — Certainly not 

41. What power have you to enforce the performance of the provisions of the 
deed ? — I have no power, except to see that, according to the best of my judg- 
ment, the deed is according to the terms of the Act. 

42. But when registration is completed, have you any power whatever to 
enforce the performance of those conditions upon which you have granted the 
complete registration? — I have no power whatever ; I am merely ministerial. 

43. Does any power of that kind lie anywhere ? — I believe not ; there are 
certain penalties for not making certain returns. 

44. Have you any means of enforcing those penalties ? — None. 

45. Has any other person any means of enforcing them? — Any puUic 
informer might do it. 

46. In a common court of law ? — Yes. 

47. As a mere breach of an ordinary Act of Parliament ? — As a mere breach 
of an ordinary Act of Parliament. I have often felt myself bound to call upon 
parties to make returns; but that has been a mere brutum fuXmen^ and I have 
threatened to report it to the Attorney-general, but I have no power in the 
matter. 

48. The only power you have is to threaten, and if you were to carry your 
threat out, you could do nothing effective against the parties? — I could do 
nothing effective against the parties. 

49. Unless you became a common informer in a court of law? — ^Yes. 

50. Is there any provision in that Act of Parliament for furnishing to your 
office any accounts of the proceedings of the company after they are formed by 
complete registration ? — They are to make returns of their balance sheets. 

5 1 . Annually ? — Annually. 

52. Is that the only return that they have to make to your office ? — That is 
the only return they have to make to my office, except in case of a change in 
ihe directors ; when directors are changed, it is appointed that so many are to 
retire every year ; one-third of the number. 

53. Is that a universal rule ? — ^A universal rule. 

54. And are they always capable of being re-elected? — Yes ; they are always 
capable of being re-elected. 

55. They have the power of being re-elected, unless it is otherwise provided 
by the deed ? — Unless it is otherwise provided by the deed* The Act of 
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Parliament is imperative that one-third shall retire, but they may be re- F^fyhitmarshyE^n. 
elected. ' "" .r"«^~ 

56. The Act is imperative that one-third shall retire, but it is not imperative; ^ ^" * ^*^' 
I understand, that those retiring may not be re-elected ? — Certainly. 

57. That is a provision in the deed ? — Yes. 

58. They may, or may not, according as the deed provides ?— Undoubredly. 

59. Then after the complete registration takes place, the only communication 
that you have with those companies, or the only cognisance you have of their 
proceedings is, that, you are informed from time to time of a change in the 
directors? — Yes; I am informed from time to time of a change in the directors 
and auditors. 

60. Must every change be communicated to you ? — They ought to make the 
returns that they may be put upon the record. 

61. Is every change of proprietors communicated? — All the proprietors or 
subscribers are registered, and must be registered before their shares are complete. 

62. The question is, if any change takes place in the holding of those shares, 
whether any communication of that is made to your — ^They ought to be re- 
turned, and they must be according to the Act of Parliament, and should be 
registered. 

63. Every change of proprietorship? — Yes, every change of proprietorship. 

64. Is that condition of the Act complied with ? — I think it must be complied 
witli ; because, generally speaking, the parties would have no title to their shares 
without their being registered. 

65. Registered in your office? — Registered in my office; they return the 
names of the parties being shareholders. 

66. You say that the Act of Parliament makes it compcilsory to return you 
annually the balance-sheets; are they always returned by all the companies 
registered ? — No. 

67. Is there a large portion of them do not ? — A large portion of them do not. 

68. Have you any means of compelling those who omit to make the return to 
do so ? — I have nothing to do but to write to them, if necessary, and trust to 
their doing so. I have no power of compelling them to do it. 

69. You have no power whatever to compel them to make those returns? — No. 

70. When those returns come to you, are they usually in a form which would 
enable you or any other person to come to a pretty clear understanding of the 
condition of the companies ? — ^They return me their balance-sheets, and perhaps, 
taken altogether, a more unexplainable thing can hardly be than the balance- 
sheets returned. 

71. Is there any uniform form, in which the accounts come ? — No ; I have no 
means of saying that they shall return them in any general form. 

72. If there is anything you do not understand, nave you any means of getting 
an explanation of it ? — I would beg to refer the Committee to a return which 1 
made to an Order of the House of Commons, of all the Assurance Companies, 
with a copy of every account registered by companies, conformably with the pro- 
visions of the Act, since the 20rh of April 1849. I have the returns here, and 
Honourable Members could be furnished with them ; and by looking at those 
balance-sheets, they will see the confusion of the whole statement ; and it is in 
such a state, I do not suppose that one person . in 500 could understand any one 
of those balance-sheets as they are made up. 

73. And have you no means of calling for them in a more satisfactory form ? 
— I have no means of doing it ; and I believe I am warranted in saying, that 
oftentimes those balance-sheets are manuiactured for the very purpose of the 
return, one side for the public, the other for themselves ; and if this return, 
which was made to the House of Commons in February 1852, be referred to, 
you will see the balance-sheets of all the companies from the time I have men- 
tioned, namely, 1849, and you will see the nature of those balance-sheets ; a 
more unsatisfactory thing can hardly be. 

74. Then, for any practical utility, do you consider them worth anything? — 
1 consider those returns worth nothing; what they might be made by Govern- 
ment is another thing. 

75* As they are at present, are they rather calculated to mislead than to 
inform ? — I should say they are calculated to mislead. 

76. Then what you have told the Committee includes the whole amount of 
the power and control which you at present have with regard to those com- 
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F.WhitfNar»h,E9q. panies under this Act?— I have no power or control under that Act bat to call 

upon tlie parties to do it, and threaten them with reporting' them to the Attorney- 

7 April 1853. general, and that is a mere brutum/ulmen ; I have no power to do it ; I cannot 
insist upon it beyond that. 1 cannot be expected to become public prosecutor. 

77. Then are you led to the conclusion, that so far as the provisions of that 
Act of Parliament are concerned, the object of the Act is not accomplished on 
behalf of the public ? — It is very much evaded. 

78. Mr. Gfyn.] You hare no power of checking the balance-sheets? — No. 

79. And if you suspected fraud there is no power in your office to ask for 
further information that might elucidate that? — No power. 

80. Chc^irman.] Can you furnish us with the entire number of companies that 
have applied to you for provisional registration since that Act was passed? — 
Since the Act was passed in 1844 up to the 17th March 1853, mutual assurance 
conifianies provisionally registered, 49; completely registered, 27. So that 
there were 22 that never went any further than provisional registration. Other 
assurance companies, not mutual, provisionally registered, 244 ; completely 
registered, 101. Then I have taken the assurance companies of every kind, 
provisionally registered, 293 ; completely regitsered, 128 ; w^hich leaves about 165 
that have never gone further than provisional registration. 

81. That is during the whole period since the Act came into operation ? — Up 
to March 1853. 

82. Does your account show the facts from year to year?— Yes; I have 
them. 

83. Will you put that table in ? — I will. 

[The same was /landed in, and is a$ follows ;] 



DATE. 


MatnaT 

Assonmce 

Companies 

Profinonally 


Mutual 
Aasnranoe 
Companiea 
CompleCeljr 
Re^iRCfod. 


Anoranoe 

othffrtktfii 

Mtttwl, 

ProTisionaUy 

Rq(isteted. 


Assurance 
Oompniet, 
•tiMrtbm 
Motual, 
Completely 
R^listered. 


Total 

Assurance 

Companies 

FrOTisionaDy 

Begistered. 


Total 
Assurance 
Companies 
Completely 
Regbtared. 


1844 

1845 

1^46 

1847 

1848 ... 

1840 

1850 

1851 

1852 

1853 


• noiM « 

6 
4 
2 

9 
3 

7 

12 

- none - 


* none - 

4 

3 

2 

5 

4 

1 

% 

2 
- none - 


4 
42 
90 
24 
17 
81 
25 
80 
44 

7 


1 
17 

8 
13 
10 
14 
10 
12 
15 

1 


4 
48 
24 
26 
23 
40 
28 
87 
56 

7 


1 
21 

II 
15 
15 
18 
11 
18 
17 
1 


Total from 1 Novero-*] 
ber 1844 to 17 March 1^ 
1858 - - -! 


49 


27 


244 


101 


293 


128 



Mutual Assurance Companies, Provisionally Registered to this date - 
Ditto - - ditto - - Completely Registered to this date 

Assurance Companies, other than Mutual, Provisionally Registered to this date 
Ditto - - - ditto - - - Completely K^stered to this date 

Assurance Companies of every kind, Provisionally Registered to this date - 
Ditto - - - ditto - • - Completely llegistered to this date 



- 49 

- 27 

- 244 
. 101 

- 293 

- 128 



J. 8. 0. Registry Office, 
17 March 1853. 
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84. Will you state what the last year was?— In 1852 there were 56 assurance F.Whitmanh. Esq. 

companies provisionally registered, and 1 7 completely registered ; but some of 

those provisionally registered in 1852 might be coming on, because they are 7 April 1853. 
sometimes as much as 12 months, or more, before they come to complete regis- 
tration. The total assurance companies provisionally registered are, as I have 

said, 293, and the total assurance companies completely registered, 128, which 
leaves 165 that were provisionally projected, and never completely registered. 

85. Mr. Forster.'] You wouldinfer that those which have not beentsompletely 
registered have been speculative attempts to get up life assurance companies ? 
— Yes, attempts to get up life assurance companies ; and I should state that 
assurance companies are principally set on foot by persons who stand in the posi- 
tion of either actuary, or solicitor, or secretary, or aspiring to the office. 

86. Chairman.'] 'fhat applies equally to all joint-stock companies? — To all 
joint-stock companies, but more particularly to the actuaries of assurance 
companies. 

87. You have referred to two classes of assurance offices, viz., mutual and 
proprietary. When you examine the deed of the Mutual Assurance Office, is it 
your duty to consider the conditions upon which the deed is framed, so far as 
regards the mutual responsibility of the partners?— No, that is according to 
their own stipulation ; but it is a very sad state of things, that when a mutual 
assurance company is established there is no fund whatever to answer any loss 
that may arise. 

88. There is no deposit of capital made at all ? — No, no deposit ; there is no 
capital ; the capital is the actual premiums paid for the mutual assurance of each 
other ; by law there is no power of compelling payment of capital. 

89. In perusing the deeds of the mutual assurance societies which have been 
presented to you, have you observed whether the principle of mutual risk is 
always preserved, or have you observed that of late a great number of those 
offices have guaranteed their partners against any loss beyond some nominal 
amount of capital which is supposed to be subscribed ?— There are some who have 
lately found it necessary to have a guarantee fund. 

90. That is not my question ; the question I put is this : The principle of a 
mutnal assurance office 1 understand to be this ; that all wIk) are connected with 
that society mutually assure each other, and that if there should be a deficiency 
of funds to pay premiums, that the whole of the partners of that mutual company 
would be liable to each other to make up the amount. Have you discovered, in 
recent deeds, any provisions limiting the liability of the partner* , and the respon- 
sibility of the company ? — Yes, I have discovered this ; that clauses have been 
introduced into the deeds limiting the claims of any parties, under a mutual 
assurance company, to such an amount of fund as shall actually be in hand at 
the time of such loss occurring. 

91. 60 that in that case, under no circumstances would the assured have any 

fimrantee beyond the premiums which have been accumulated? — ^Certainly not. 
would wish to state one circamstaucc that has occurred to me. The nanm of 
the company I have not been able to find : there was a mutual assurance com- 
pany, wiierein there was a stipulation that no claim should be made upon the 
company by any of the mutually assured members beyond the amount actually 
in hand at the time t^at the loss occurred. I saw the balance-sheet of the com- 
pany, and I found that there were above 300,000 /. of risk incurred by the 
company ; the balance in hand, according to the balance-sheets, whether true 
or false I do not know, was only ubout 700 ?., and by the stipulation in the deed 
the company were not to be liable beyond that amount of 700 i., which was 
actually in hand, whatever the loss might be ; so that, in fact, the subscribers 
to that company had been subscribing so much in premiums every year, and if 
a loss had occurred of 100,000 /. there were only 700 /. to have paid it with. 

92. Has your attention been called, in these accounts which has been laid 
before you, to the proportion of preliminaiy expenses which has been incurred 
in getting up those companies ? — It has been called to that, because it appeared 
to me very curiouj?, certainly, that the expenses oftenlinies were so very l>eavy. 
If you will refer to the return that I made to the House of Commons, of all the 
assurance companies that were registered, and their balance-sheets, you will see 
all the expenses that the parties liave charged for the establishment of the office, 
and you vaHI fijid that the expense is very considerable and very heavy. It is 
difficult to fix upon any one. 
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F. IViiUmarBh, Esq. 93- Mr. Hamilton.'] Supposing a deed to be sent to you, and that you observed 

it to be failing in any of the provisions requisite, according to your view, to 

7 April i8-;3. ensure its objects being properly carried out, do you feel it is competent to you 
to require the company to amend the deed in that particular? — Certainly. I 
alter it myself; I peruse the deed the same as if I were a counsel in chambers, 
sitting down to do it ; and if I find anything left out that ought to be inserted 
according to the terms of the Act of Parliament, I take care and insert it myself 
in red ink. 

94. Supposing it happened that there was not a special provision made for 
limiting the expenses of the management to the income, would you consider that 
a subject you would call attention to before you certified the deed ? — I have no 
power to interfere in that respect except in this way, which I should beg leave to 
say oftentimes occurs: In a deed provision is made with respect to the parties 
who set the company afloat ; take for instance, in the case of an assurance com- 
pany, the intended actuary, the intended secretary, the intended solicitor, and 
sometimes other officers, provision is made for giving them remuneration and 
standing salaries, all of which I strike out. I consider that it was never the 
intention of the Legislature that a company should be formed for the parti- 
cular object of one, or two, or three people, and to give them an establishment 
in a company ; and oftentimes they say they are to be not removable. I can 
give an instance of one which is a matter of very great curiosity : There was a 
company established wherein the promoter of the company had provided that 
he was to be appointed manager of the company, and he was to receive a salary 
of about 600/. or 700/. a year, I think it was, and a per-centage upon all the profits 
of the company ; and that he was to be irremovable. And further ; that if he 
thought proper to retire he was to have the option of nominating his successor 
as the manager of the company, and that in the event of his death leaving a 
vfidow, his widow was to have an annuity out of the company, and going on in 
that way. 

95. How did you deal with that deed ? — I struck it all out ; it was contrary 
to the intention of the Act of Parliament. I have often very strong contentions 
with parties, and have strong language made use of to me because I have felt 
it my duty, as a public officer, to strike out all things of that description exacting 
emoluments to individuals, when it ought to be the result of a resolution of the 
shareholders. 

96. Take the case of a deed for a mutual assurance company, containing a 
covenant that appeared to defeat the very object of a mutual assurance company, 
how would you deal with that deed ; would you feel it right to strike out such a 
covenant? — I always strike out anything giving salaries or remuneration to any 
parties to the deed ; I should strike out that covenant. 

97. Chairman.] Referring to a previous question, the answer to which does 
not seem quite consistent with the answer you have now given, I asked you 
whether companies professing to be established on the mutual principle have not 
been established of late, in which there was a provision that the assurers were to 
be understood not to be liable beyond the funds that were actually in possession 
at the time the loss to be made good had been incurred ; is that so ? — Yes, there 
have been. 

98. Is not that inconsistent with the principle of mutual assurance? — It is a 
very difficult question. There is no contribution called for; the members, 
according to the mutual assurance principle, mutually assure each other; but 
where they limit it by a clause of that description, I do not know that I have any 
discretion in that case. 

99. You do not consider your discretion extends to a case of that kind ? — 
I consider my discretion does not extend to a case of that kind, because the 
parties mutually assuring each other have a right to put their own construction 
upon the mutuality. 

100. Do you not consider that mutual assurance necessarily involves the 
principle of mutual liability for the obligations which they enter into with each 
other, and whether those obligations are assurances for life, or assurances against 
fire, that upon a loss being incurred in the one or the other, the parties are all 
liable to each other to make good that loss? — I should think they ought to do 
that, but I do not know that I have any power in the matter. 1 have a very 
strong contest at times with the parties; they come, attended by counsel, and 
argue cases very strenuously. 

101. Mr. 
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101. Mr. Gfyn.] Then you hold that the parties may regulate themselves F. f^^i<»mr*A, Esq. 
under their own deeds ? — Yes, if it is not inconsistent with the law. ; 

102. Mr. Hamilton.'] Supposing on the face of a deed there was a clause 7 April 1853. 
manifestly inconsistent with the object of the deed, in that case how should you 

deal with it ? — I should strike it out, and then run the cliance of perhaps having . 
a mandamus apph'ed for to the Court of Queen's Flench. 

103. Vou consider that your duties are not merely ministerial so far as regards 
the registering of deeds that are presented to you, provided tliey are in point of 
form in accordance to law, but that you have a general discretion in the exami- 
nation of those deeds to see how far they are calculated to accomplish the objects 
they profess to have in view ? — Yes, and 1 have had three or four cases of man- 
damus moved for against me, and I have succeeded on each of them wherein 
they have attempted to argue that I had nothing but a ministerial power, that I 
was bound to register anything they thought proper to put into the deed. 

104. As regards the application for provisional registration, how far do you 
conceive your functions in that respect are ministerial, or how far do you con- 
sider that you have any power of making further inquiries, or exercising any 
discretion beyond receiving the information that parties tliink proper to give 
you ? — I think I have no discretionary power on provisional registration beyond 
seeing that that provisional registration is in accordance with the terms of the 
Act. Sometimes the parties have introduced provisions for the business of the 
company to be, such as the purchase of land, for instance, for general purposes ; 
I say that is contrary to the statute of mortmain ; then I do not permit anything 
to be inserted inconsistent with law, and if the statute of mortmain says that a 
corporation shall not hold land except under license of the Crown, or by Act of 
Parliament, it is inconsistent for me to allow such a clause to be inserted, or a 
company to be established for such a purpose, and therefore I decline to do it. 

105. Except so far as may appear to you to be inconsistent with law, you 
consider your office merely ministerial as regards provisional registration ? — Yes, 
certainly. 

106. The 18th clause of the Act provides that all parties may inspect any 
returns or papers which are transmitted to your office : — Yes. 

107. Is that clause frequently acted upon?— A^ery frequently; the examina- 
tions at the office are numerous, many parties paying Is. and coming to examine. 

108. All parties, whether shareholders or not, have the power of inspecting 
the returns in your office? — The public generally have only to come and pay 
1 5., and they may inspect the registration and the names of the companies, 
without paying the fee ; but if they want to see any of the records of the 
company, they pay 1 s. and have an opportunity of seeing them, and they 
may have an office copy of them, if they desire it. 

109. The Jbalance-sheets you have referred to as being so delusive, are they 
frequently made the subject of examination in your office? — I can hardly say 
what they go to examine; they have the portfolio ; but I would refer the Com- 
mittee to the return 1 made with regard to the balance sheets, from the date of 
the 1st of January 1848, up to the present time; and Honourable Members 
will have an opportunity of judging themselves as to what those balance-sheets 
are. It will be seen what they are; that they are scarcely intelligible to the 
generality of men ; indeed I know they have been manufactured by the admis- 
sion of, at least, one person. 1 speak now as a matter of fact ; the name of the 
company I cannot give. 

110. ^U.Glyn.'] That was a fire insurance company, I think you said? — 
No; but an assurance company, I believe. 

111. You have spoken of a limitation in a deed as to the payment of money ; 
that was a fire insurance ? — Yes. 

112. Then there might have been the same limitation with respect to life 
assurance companies in their deeds? — No; I do not permit it. Mutual insu- 
rance is a diflTerent thing to proprietary ; where A, B, and C are the parties who 
are proprietors in the company, and E E comes to tliem and enters into a con- 
tract with them, E E there stands in a diflFerent position. 

1 1 3* You consider them in the light of partners ? — Yes, partners. 

114. Chairman.'] That is a little inconsistent with what you said before. Do 
I understand you to say, that if on the presentation of a deed by a mutual 
assurance socitty, you discovered there was a clause limiting the risk of the 
individual assurers to the sura which happened to be in hand at the moment 
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. WkUmurshj'Eatu *he loss was incurred, that you would allow that deed to pass with that provi- 
. sion, and not consider it inconsistent with the objects of the company? — ^I 

7 April 1853, should do so, because they were each mutually assuring the other. It is not 
like a proprietary company, where A and B enter into a contract with C and D, 
but A, B, C and I) enter into a mutual contract to assure each other; I have 
felt a difficulty about that, but I have thought they had a right to enter into 
such a special contract. 

1 1.5. The speciality of the contract destroys the whole professed character of 
the deed ? — It would be better if it was not so, most assuredly. 

116* As a matter of fact, those deeds with those provisions have been parsed, 
and companies with those provisions do exist? — They do exist, certainly. 

1 17. What you mean is, that you have only allowed the limitation of risk to 
the amount of the funds in hand, in the case of mutual offices, and not in the 
case of proprietary offices ? — Certainly ; because limiting the liability would be 
contrary to law. 

118. Mr. Chambers.'] How would it be contrary to law ? Is it contrary to 
law for partners to make any contract of that kind ? —This has been decided 
over and over again, that a partnership cannot limit their own liabilities to their 
creditors ; it must be by special contract between A. B. and C. D. 

1 1 9. Cannot the parties becoming creditors to the partners become creditors 
upon terms such as you have mentioned ? — By entering into a special contract 
individually ; bur. it has been decided by the judges in the courts of law, that an 
attempt to introduce a limited liability in the deed would be of no avail against 
the creditors of the company. 

120. That the provision in the deed would not avail to limit the liability 
if the contract made by the creditor claiming had contained that condition. 
Supposing a policy issued by such a company, where a provision of that kind 
wus in the deed, and the policy tjontained a provision to the eflPect you have 
mentioned, that would be perfectly legal? — 'J'hat would be a special contract 
between the assurers and the assured. 

121. Taking the case of a company whose deed contains a clause limiting 
the claim upon the funds to the amount in hand at the time the claim falls due, 
and that being inserted in the policy, all that is perfectly consistent with the 
law ? — If they introduce it by a special contract. 

122. Chairman.'] You only speak now as to deeds, not with regard to 
policies ? — No. 

123. Have you any means of knowing the policies? — No. 

1 24. Have you any control over them ? — No. 

125. And taking the deed alone it would be illegal to make a provision of 
that kind ? — Contrary to the decisions of the courts. 

1 26. It could only be rendered legal by a subsequent Act ; you have no con- 
trol over the issuing of the policies? — Just so. 

127. Mr. Sotheron.] In the case of a n utual society, you do not think that 
law a|jplies? — Not so strongly ; being mutual they all agree with each other; 
in fact it is a perfect humbug, using a strong expression, in the outset of a 
mutual company* Supposing, for instance, there are 60,000 /. insured, where 
is it to come from if a loss occurs when they stipulate that it shall be only paid out 
of the premiums when they have accumulated ? 

128. Chairman.] That is, where such a stipulation exists? — Yes. 

129. Where no such stipulations exist I apprehend that each member of the 
society would be mutually liable to each other to make up the sum? — I think 
so ; in an action brought, if that was the state of things it would be. 

130. Are you not aware there are analogous companies for insuring ships in 
many of the outports of England ? — Yes. 

i;-;i. And with no existing capitcil, but that upon a ship being lost the sum is 
subscribed j!?ro raid by all the parties assured, that is, by the society, and the loss 
is made good to the individual partner of the society? — Yes, they are formed 
upon that principle. 

132. Is not that exactly the same principle as any mutual society ought 
strictly to be ? — Yes, except where the stipulation is that they shall only look to 
the immediate amount in hand. 

133. Is not that stipulation utterly inconsistent with the principle of mutual 
assurance ? — It is to me inconsistent, but at the same time I have felt much 
difficulty upon the subject. If the parties chooee to do it, every one of them 
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being active partners. It is not as in a proprietary company, but it is every one JP. H^Umarsh^Ewi. 

stipulating nith each other; if they have stipulated that as between themselves — ; 

as a company, I have felt a great diflSculty in sayine they should not do it, but 7 April 1853. 
I know that as regards a proprietary company it would be inconsistent with law. 

134. Mr. SotheronJ] If any amendment of the law were to take place, would 
you not desire to place this matter upon a different footing, namely, that any- 
thing which is inconsistent with the principle upon which the society is esta- 
blished shall be treated l)y you, in the case of mutual societies, exactly upon the 
game footing as you would treat proprietary companies? — I should say as to 
mutual companies, there oueht to be a fund provided in the first instance ; 
because, if there be any stipulation whatever to limit the liability to the amount 
in hand, which is the case sometimes, as 1 mentioned before, there is no fund 
whatever to pay those who lose in the first instance; and therefore there ought 
to be a guarantee fund provided to answer the amount of any loss that may 
occur up to a given period. In the course of time premiums would create capi- 
tal, but until that capital is created there is nothing to answer the claim if there 
be any stipulation like the one I have adverted to, namely, that the liability of 
the company shall be only to the extent of the amount in hand at the time of 
the loss occurring. 

135' The mode by which you would suggest that this should be dealt with, 
is by creating a capital for a mutual company, which in fact, to a certain extent, 
is contrary to the whole mutual principle. I am suggesting to you whether 
another mode would not be a better one ; namely, whether it should not be 
declared to be illegal to introduce any clause in a mutual society, which, 10 a 
proprietary society, you would hold to be illegal, and contrary to and inconsis- 
tent with the deed ; as, for instance, anything which should limit the claim of 
the party to the amount of capital that happened to be in the possession of the 
company at the time of the loss. Of those two modes of dealing with the 
matter, do you not think the latter is the most easy and the most obvious ; I 
mean, that of enabling you to strike out from any deed of a mutual company 
any clause that should limit the claim of any party to the amount of the money 
that happened to be in hand? — That would answer the same purpose, because, 
if there be a mutual undertaking to cover each other from any loss that may 
occur, then the law would be sufficiently operative up<m them. 

136. Mr, Forster,'\ In the case of mutual offices, are not the first premiums 
received more than a^allowed up by the preliminary expenses? — ^Yes. I should 
refer the Committee to this return of the balance-sheets, by which they will see 
the vast amount of the preliminary expenses ; sometimes almost all the money 
originally supplied is swallowed up by preliminary expenses. 

137. Are you aware, in case you had the power to strike out any such pro- 
vision in a deed, whether they could not obtain the same object by their policies? 

-No, 1 am not ; they might obtain it, and it would be a particular personal 
stipulation as between A. B. and the company. 

138. Chairman.'] In relation to that, is not there in the present system a prac- 
tical deception practised upon the public by deeds containing the stipulation to 
which you have referred, and which deed, although it may be seen, is not prac- 
tically seen by the great bulk of those who afterwards become partners in the 
society by assuring their lives in that society r — No doubt of it. I do not sup- 
pose that one in a hundred subscribers to a company ever look at the deed ; they 
are like, as I have told them, a flock of sheep, one runs and jumps over a hedge, 
and all the rest follow ; and I have said, *' If a man stood before yuu with a poll 
up, you would all go and follow." 'i hey go and sign the deed, because others have 
signed it before them ; they do not know what they stipulate for. 

139* Do you consider that the deed is necessarily signed by every person who, 
from time to time, becomes interested in the company by assuring his life?— 
Nobody signs the deed but the subscribei-s who take shares ; they nre the parties 
who are trading under that deed 

140. In mutual associations they ought all to sign? — lu mutual associations 
they ought all to sign. 

141. i)o the persons ever come, year after year, as they do when they assure 
their lives?— They ought to make returns under the Act, I conceive; but some 
of the mutual assurance associations have made an application to be relieved 
from that, and the Lords of the Treasury have relieved them from some expense 
in making the returns. I considered, under the interpretation of the Act of Par- 
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F.JVhiimanh, Ksq. Uament, the mdnbers of a mutual assurance company are in the situation of sub- 

scribers or shareholders in such companies, and that they were bound to be 

7 April 1853. returned and registered at the office. There was a company refused to make the 
returns; I told them I should be obliged to refer them to the Attorney-general; 
but they made an application to the. Lords of the Treasury to lessen the payments 
upon tliem, because, as it was 1^. which was ordered lo be paid by every sub- 
fcriber who returned on a transfer of shares, for the registration of his share, 
I considered that the mutual assurance companies w^ere under the same principle, 
and that every one who was assured must have his name returned, and must 
pay 1 s. However, a memorial was sent to the Lords of the Treasury, and 
their Lordships were pleased to make an alteration that the first sheet should 
pay 1^, and the subsequent sheets 66?., for every return made, instead of paying 
upon the name of every subscriber. 

142. When was that, do you know? — A few months ago. I was very sorry it 
was done in the case of one company, and I expressed my regret at it because a 
matter of that sort should be done with reference to every company, not one 
company having preference over another. 

143. Did the Treasury JNIinute actually absolve the partners from signing the 
deed, or did it only stipulate for a different rate of payment? — For a different 
rate of |)ayment. 

144. Mr. Hamilton.'] Probably you recollect, on a subsequent application, the 
Lords of the Treasury made an order that the same rule should be extended to 
all companies similarly circumstanced ? — Yes. 

145. CJudrman.'] What was the peculiarity of the company that made this 
application; what was the class of company? — The mutual. With respect to 
the proprietary companies, upon the transfer of*a share that transfer must be 
registered, and they paid 1 s. for the registration, and then it appeared in whose 
name the shares stood. 1 considered that the mutual assurance society stood in 
the same relation, as subscribers ; and that in that respect they were bound to be 
each returned to the Registration Office as a subscriber or shareholder in the 
mutual assurance company, therefore I said, *'l feel myself bound by the order of 
the Lords of the Treasury to take that shilling for the registration of the mutual 
assurers, as w^ell as for the transfer of the shares iu a proprietary company." It 
was a nuitter of duty entirely. 

146. Mr. Hamilton.] In the case of a particular comply, the Lords of the 
Treasury decided that there was to be a mitigation of the fees ; they decided 
upon the case before them, and upon a representation from you that there were 
other cases that tlie same rule ought to apply to, the Lords of the Treasury 
decided that the same rule should be made applicable to them ? — Yes, in conse- 
quence of my writing to them. 

147. Chairman,] That has reference to all mutual assurance companies? — 
les. 

148. Mr. J. Ball.] Though that Treasury Minute relieved the associations 
from the fee, those associations still made a return to you of each change? — Of 
every mutual assurer. 

149. Chairman.] Those mutual associations have a large business in every 
part of the country through their agents; have you reason to believe that it is 
usual for theu) to send and register all those who assure their lives? — They do 
not register themselves. The return is made by the office. They return a list 
of all the mutual assurer?. 

150. 1 hen those lists ought to show you, if they are kept correctly, the whole 
amount of persons assured in those particular societies? — I think so for this 
Kason ; if I were assured in a mutual assurance office, I should wish to know 
to whom 1 should look in the case of a ]q3S occurring to me ; I should have no 
means of doiujn that except by referring to the register of mutual assurers. 

151 . Then does not it follow that the clause to which we have already referred, 
limiting ihe liabilities to a certain amount, is in reality the same as in proprie- 
tary bodies. You limit the responsibility of all those partners to each other, not 
to their natural and apparent risk, but simply to a sum of money that may happen 
to be in hand ? — No ; supposing all the gentlemen present here and myself were 
all in a mutual assurance company, and I met with a loss, and I wanted to 
ascertain to whom I was to apply for the purpose of being compensated for that 
loss; if I went to the public registrar i should see the names of the parties regis- 
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tered, and I should say A. B. C. D., and so on, are all liable for their proportion F.HliUmarshy'Esq. 

of the amount to be paid to me ; they ought all to contribute ; a guarantee fund 

is the proper fund. 7 April 1858. 

152. If a stipulation is put in the deed, whereby you are precluded from coming 
to all your co-partners, and you are only to look to a certain fund iu hand, does 
not that practically limit the liability of your partners, and is it not entirely 
contradictory to the professed objects of the society ?— So it is. 

153. You have not fek that your discretion has extended so far as to entitle 
you to strike out stipulations of that kind when they have appeared in deeds before 
you ? — Certainly, 1 have not felt it so, 

154. Mr. Cowan.^ I think the first answer you gave to the Chairman's ques- 
tion was, that one of the leading provisions of the^Act of 1844 was to register 
joint-Etock companies of every description ? — Yes. 

155- 1 presume you only refer to assurance companies?— No, to gas and 
trading companies, and any company associated for the purpose of profit, with 
certain exceptions, which you will see in the Act of Parliament. 

156. All such companies, 1 presume, are required by the Act to lodge their 
annual balance-sheets ? — Yes, they are required to lodge their annual balance- 
sheets, but there is no penalty attached to not doing it. 

157. Is there any provision in the Act that that balance-sheet shall be certified 
or audited by any competent person ? — ^There are auditors appointed by the deed, 
but I have no doubt that those balance-sheets are all manufactured for the pur- 
pose of being registered here ; indeed, 1 have one instance— I forget the name of 
the company— where the solicitor laughed, and avowed it was a balance-sheet 
made up lor that very purpose. 

158. You then informed the Committee that originally under the Act of 1844 
such companies were required to furnish you with a copy of their prospectuses? 
— Yes. 

159. Which afterwards was rendered unnecessary by a subsequent Act? — 
Yes. 

160. At whose instance, or for what purpose was that alteration made? — 
When the Amendment Act was passed, I knew nothing of the Act of Parlia- 
ment ; nothing of any stipulation in it ; I never had a word said to me upon 
the subject of it ; I never saw it, or heard of it until the Act was actually passed, 
and I sent for a copy of it. 

161. \*ou mean the second Act? — Yes, I mean the second Act; had I done 
so I might have made some suggestions upon it ; I have made some suggestions 
now to the Board of Trade. 

162. Do you conceive there is any material security afforded to the public b; 
the fact of your being furnished with a copy of the prospectuses ?— Yes, I thin' 
so, because you have an opportunity of seeing whether the prospectus is con- 
sistent with the intended original formation of the company ; in fact it secures to 
the public an opportunity of seeing what the company have professed to be. 

163. Mr. /. Bail] l)oes the Act provide any penalty for false statements 
made, or false reJurns made to you on the original registration of the company ; 
for instance, false names or false addresses, and false statements of the avocations 
of the persons who are proprietors or mutual assurers in the original formation 
of the company? — No; there is no penalty, I believe, attached to that. 

i()4. Have you any reason to believe that such false statements have at any 
time been made, or such false returns made?— I have had a person n)ake a 
return to me of his place of residence which turned out to be false,, and I have 
felt myself labouring under very considerable difficulty ; I had a complaint made 
of me to the Board of Trade, that I had been negligent in the discharge of my 
duties, and had not looked to a deed which ought to have been Iooke(t at, and 
passed. A Member of the City of London sent a letter, directed to him by a 
constituent, to the Board of Trade, making a complaint against me, and the 
Board of Trade referred the letter to me, and requested an explanation ; I gave 
an explanation, and the explanation was this, that at the time that deed was left 
in my office, I had no less than 19 deeds previously left, and as a public officer 
it was my duty to take every deed in rotation. He complained I had delayed the 
deed in my office; I made my return to the Board, and the Board were satisfied 
that I was right; but in consequence of that I made inquiry as to the j arty who 
had made the complaint, and 1 found the man had given a false address, and 
1 have no doubt in the world false addresses are given. I endeavour, by exa- 
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F.WhthmtAfB^q. mining the Post-ofl5ce Directory, to s^e what they are, and who they are. 

I have cobblers and tailors, and people of that kind, described as esquires ; 

7 Aprii 1853. sometimes they make a return as promoters of the company, and give their 
proper calling in life, saying whether they are tailors or shoemakers, or whatever 
they may be ; but when I come to the deed it is A. B., esquire, living perhapB 
in some small place out of town ; and I have sometimes taken the liberty of 
altering in red ink the improper description from esquire to shoemaker. 

1 65. No penalty is provided for that ? — No penalty is provided for that ; there 
are many things in the Act of Parliament which would be forbidden, and are 
forbidden to be done by the Act, but there is no penalty attached to it ; it would 
be misdemeanour for not complying with the order of the Act, but there is no 
one to prosecute. 

166. In the discharge of your duties with regard to the deeds, you hare 
explained that you examine them, and strike out anything that appears to you 
illegal, or you add other things required by the Act that may be omitted ; can 
you say in what number of cases you have declined alto«^ether to register the 

{)roposed deed of settlement on the ground that the parties refuse to make it 
egal r — I do not think there is any one instance in which they have not com- 
plied with my requisition, but they have been attending me by counsel some- 
times, and they argue very strongly ; and afterwards, in many cases, the 
counsel on going away say, " I think you are perfectly right in what you have 
done." 

167. You have mentioned, that in certain cases application was made for a 
mandamus to require you to register companies to whose deeds of settlement 
you made an objection : are those cases reported, giving the precise points of 
law ? — One was a case where an alteration was wanted to be made in the name 
of the company, and I considered it to be contrary to the intention of the Act of 
Parliament, which has ordered it to be registered by the name appearing in the 
deed, and which shall continue so long as the company exists. 

168. I understand you thought the decisions of the courts upon those cases in 
some degree defined the extent of your discretionary power as to granting or 
refusing registration ? — It was contended by counsel that my office was minis- 
terial only, and that I was bound to register anything in any deed the parties 
would bring to me. 

169. Chairman,] Provided it was consistent with the Act of Parliament? — 
No, they did not put it that way ; but that I was bound to register whatever 
deed they brought me; and the judges, Lord Campbell, Mr. Justice Coleridge, 
and Mr. Justice Erie, and Mr. Justice Patteson, scouted the idea, and said, 
" How can it be ministerial ; supposing they chose to insert anything in the 
deed perfectly irrelevant, and certainly inconsistent with law, is the registrar 
bound to register such a thing as that ?" 

170. Mr. Ball.'] Has that point, with reference to the limitation of the 
liability of a proprietary association, come before a court of law ? — No. 

171. Your decision upon that has never been questioned in a court of law ? — 
No ; it has been oftentimes introduced, and I have struck it out. 

172. The nature of the objection which you state to such a provision being 
introduced in a mutual assurance company is, that you think it deprives the 
assurers of the security to which they ought to be entitled ; that is the nature of 
the objection ? — That is the nature of the objection. 

1 73. But if with a full knowledge of what they are about, persons choose to 
enter into such a mutual arrangement as that, do you conceive that the law ought 
to interfere to prevent their doing so if they are fully aware of the nature of the 
contract they are entering into? — Provided they are fully cognisant of it ; but 
the misfortune of it is, that not one in one hundred who signs the deed, or enters 
into an arrangement with a mutual assurance company, or a proprietary com- 
pany, knows any thing whatever with regard to the contents of the deed. 

174. If it were possible for the law to secure that the persons entering into a 
partnership or signing a deed, should be fully aware of its nature and effect, do 
you see any reason why the law should interfere to prevent them entering in such 
an arrangement or contract? — ^The reason is this : there ought to be a guarantee 
fund in the first instance with regard to all mutual assurance companies, for the 
right of action against tbe company would be answered as against the company, 
I apprehend, by showing there is no fund in hand to pay ; then they would be 
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obliged to call upon each individual mutual assurer for the proportionate share of F' fTAthwaw*, Eiq* 
his money, and application to be made to the court upon the subject. 

175. You think it is highly imi)rudent for any person to enter into such a 7A|,rili853. 
contract ? — Yes. 

176. And you thick the law ought to interfere to prevent people doing that 
which is imprudent? — To give a certain security to those that might be in igno- 
rance drawn in ; I think it would be well if a guarantee fund was establisfied in 
the first instance; that there should be, say 10,000 L, or any other sum, called a 
guarantee fund, and that that should be answerable for any losses that might be 
incurred until that amount was made good by the amount of premiums accumu- 
lated, as a mutual fund ; then the parties might be secure ; but if there b^ such 
a clause as I have before referred to introduced, wherein the parties are told they 
are only to look to the fund in I. and to answer any loss whatever that may be 
incurred, all the losses may be incurred in the first instance of the establish- 
ment of the company, which would perhaps not pay 6 d. in the pound. 

177. Can you officially give us any information as to the cases in which, in 
mutual assurance companies, persons have been at a loss; that is, in which the 
companies have not been able to fulfil their engagements to the assurers?— No, 
there are very few mutual assurance companies, therefore I have no opportunity 
of judging ; there are only 27 mutual assurance companies registered. 

178. Have you no information of any one of ihose 27 having failed to perform 
itB engagements ? — No, but 1 have seen this ; that some of them have felt them- 
selves under the necessity of establishing a guarantee fund, and they have come 
tor the purpose of doing it. 

179. Can you inform the Committee how many of the 27 have established a 
guarantee fund ? — Most of those mutual companies have stipulated for a guaran- 
tee fund to be established, but out of the premiums to be accumulated they have 
in reality no guarantee fund. I would suggest that a certain guarantee fund 
should be established by the promoters of the company, say 10,000 /. for the pur- 
pose of argument, and that should be answerable for any losses that might occur 
until the accumulation of the premiums was sufficient to form a guarantee fund. 
Then, of course, that money might be withdrawn, and interest paid upon it to the 
parties who had formed it. 

180. Are the returns in your office^ with regard to the separate companies, 
brought together, in such a shape that a person going there to consult those 
returns could obtain any information that he desired to get as to any particular 
company? — They are all registered. Suppose you wanted to consult the 
register of a company, you have nothing to do but to give the name of the 
company, and the portfolio would be laid before you ; everything is in port- 
folios like this {producing one). 

181. All the papers are brought together?— Yes, all the papers are- brought 
together, and mav be examined. 

182. Mr. Chambers.] I wish to call your attention to an answer you gave 
with reference to the provision introduced into deeds of settlement of proorie- 
tary companies, and which you strike out as inconsistent with the existing law ; 
the provision limiting the liabilities of partnerships under contract I under- 
stand you still express an opinion that although the policy issued by such a 




-»«.« u^ illegal? — The provision _ — _ 

because it is contra37 to the decisions of the courts with regard to liability ot 
partnerships at common law. • *u j ,1 

183. And you consider that the introduction of such a clause in the deea 
establishing a mutual company, is not illegal ?— It appeared to me there wa« a 
distinction between a mutual company and a proprietary company. A pro- 
prietary company, under the common law of partnership, would be liable tor all 
the debts of the partnership. , 

184. In a proprietary company every subscriber of capital is a member ot the 
company ; in a mutual company every person assured by the society becomes a 
member'of that company, so that they aU mutually assure each other; do you 
consider it inconsistent, either with law or prudence, that the arrangemenl made 
should be that the funds of the society, and not the private property of each indi- 
vidual member, should be pledged for the payment of the policy when it tails 
due?— The funds of the society should be liable in the first instance, and then in 
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F. JVhiimarsh^Esq. the event of the funds being exhausted, the parties should be called upon to 

contribute. 

7 April 1853. 185. Then do you still think it desirable that the law should interfere to 

govern the conditions of a private contract between parties, and enforce a con- 
tract covering the whole of their personal property, as well as the funds of the 
society ? — I was led to consider the distinction by sorae decision I saw reported, 
wherein the parties had stipulated in the policy that a limited liability should 
exist, and the court held, that as being a special contract between the company 
and A. B., the contract was binding upon the party. I believe it had been 
previously decided that such a clause could be inserted in a deed that the liability 
should be limited to the funds of the company generally; that, the court held, 
was not law, because the liability of all the partners under a proprietary deed 
was just the same as the liability of all the partners at common law in a common 
partnership. 

J 86. That is not exactly an answer to my question. You have expressed an 
opinion that in a mutual society it is highly undesirable that the liability of the 
society should be limited to the funds of the society ; then I ask, do you, hold- 
ing that opinion, think it desirable that the law should interfere to prevent 
parties forming such contracts? — I do; because in nine cases out of 10, the 
parties entering a mutual assurance society are perfectly ignorant of their 
liabilities. 

187. Have you ever seen a policy of a mutual assurance society? — I might 
have seen one, but I cannot call to recollection. 

188. Is it familiar to you that the policy of every mutual assurance society 
contains in the body of it a clause to that effect ? — It is a mutual contract be- 
tween them, and thev have it upon the policy ; it is a special contract. 

189. Chairman.] What is it they have upon the policy; do you mean that 
the policy contains itself a stipulation similar to that which has been described 
as contained in the deed, that the liability of the company should be confined to 
the funds in hand ? — ^Yes, I believe it does. 

190. Mr. Chambers.] Do you not know it is uniformly and universally so? — 
I believe it is uniformly so ; I have seen it in many instances. 

191. Then the phrase has been used, that the liability k limited to the funds 
in hand ; can you charge your memory with the terms of that stipulation, which 
you thought it right to strike out of the deed ; was not it a stipulation to this 
effect, that the policy, when it became a claim, should be a charge upon the 
funds of the society, subject to prior claims? — I do not recollect that. 

192. Do you recollect distinctly the phrase to be, cash or funds in hand at the 
time the policy became due? — I do remember it. 

193. In one instance? — In more than one; but I cannot refer to the date. 

194. Have you seen it more than twice suggested ? — Yes, I think I have. 

195. You have mentioned a provision which had been inserted in a proprietary 
company's deed, and which you struck out as being contrary to the law ? — Yes. 

196. That provision pledged only the funds of the company actually in hand 
at the time the policy became a claim? — In many instances they have introduced 
such a clause of limited liability in a proprietary company, and I say I always 
strike it out because it is inconsistent with the law. 

197. The clause you objected to in the deeds of settlement of mutual com- 
panies was the clause which proposed to limit the liability of the policy to the 
fund in hand at the time the policy became a claim ? — Yes. 

1 98. Did you strike out that clause ? — Not out of the mutual, but out of the 
proprietary I did. 

199. Have you found that clause suggested in a proprietary company's deed? 
— And I have always struck it out, then it was agreeable to the decisions of 
the court ; but as a mutual company I never met with it, therefore 1 thought 
there was a distinction. 

200. Then I will just ask you this question : are you not able to state in how 
many instances that clause has been suggested ? — No. 

201. In very few or very many? — I should say in one in 20 perhaps, or 
something of that kind ; above 800 companies have been completely registered. 

202. Not assurance companies? — No; I have made a return of that. 

203. You have not known a single instance iff mutual assurance company 
failing to meet its engagements ? — No; I have no means of knowing. 

204. Have you known a single instance of any policy holder in a mutual 
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assurance company failing to receive the amount of that policy when it became F.Whiimarsh,E9q. 

a claim ? — Certainly not ; I know nothing of it. 

205. Have you any information as to how far the premiums in the early 7 April 1853. 
stages of the existence of a mutual company are found sufficient to meet the 

early claims ? — I can only judge by the statements in the balance-sheets. 

206. Does that statement in the balance-sheets give any information as to 
what sum has been paid upon policies that have become claims? — Some do and 
some do not ; some are so manufactured that you cannot understand what assets 
they have. 

207. Judging from those you can understand, have you found any instance 
of a policy having become a claim when there was inability on the part of the 
society to meet it ? — No. 

208. Chairman.] Would that appear upon the accounts? — No; I have no 
means of judging upon the subject. 

209. I understand that there are two classes of societies, one which you call 
proprietary, and one which you call mutual ; the distinction I understand to be 
this, that the proprietary company has not only subscribed capital wherewith to 
meet its engagements, but a:lso has a liability to any extent, on the part of the 
proprietors, to the creditors, or those who are assured ? — Certainly. 

210. The mutual society has no subscribed capital, and therefore the only 
guarantee that they have beyond the premiums in hand from time to time, 
analogous to the capital subscribed in the case of the other company, and to the 
liability of the partners, is the liability of the whole partners to each other?— 
Certainly. 

211. Now, suppose that we were to recommend the establishment of a third 
description of company, such as that which has been referred to, and into which 
the mutual societies seem to have degenerated, that is, a company not pro- 
prietary, and not mutual because not mutually liable, but simply having a claim 
upon the fund in hand when the risk became due, would it be fair to the public 
at large to designate that new description of company by the same name that 
would obviously mislead the public with reference to the nature and character of 
the security which is given ? — I think it would be very unfair, 

212' If such a company is to be recognised, would not it be better to be known 
by a distinctive name ? — Yes. 

213. By the name that properly characterised it, and not by a name obviously • 
calculated to mislead if the parties are not cweful in examining the deed ? — ^Yes^ 

certainly ; every thing should be as plain for the public to look at as possible ; and 
nobody can conceive the perfect simplicity of persons who become subscribers ta 
those companies, and the persons who go to an insurance office know no more 
about it than they do of the man in the moon. 

214. You have handed in a book containing the various papers relative to a 
particular company ; have you any remarks to make with regard to that com- 
pany ?— I do not know that it would be right to mention the name of the com- 
pany, it is the Company. I am not certain whether this company si 

now going on or not ; I wish, as the subject of joint stock companies generally 
is under consideration, and more particularly assurance companies, to state this 
is not an assurance company. 1 wish to show the principle upon which the 
office that I hold as registrar is subject to fraud being practised upon it, which it 
might be necessary for the Committee to take into consideration in the event of 
their feeling it necessary to make any alteration in the law. This was a com- 
pany established as an omnibus and cab company. By the Act of Parliament 
it is requisite that one-fourth of the amount of shares should be subscribed before 
it is the duty of the registrar to register the company completely. I wish just 
merely to call the attention of the Committee to the schedule and return of the 
parties who signed this deed, because it will explain a little the difficulty I am 
labouring under, and the same difficulty might apply as well to insurance 
as to any other company. The party's name is inserted in the first column, 
then the number of shares in the second column, then the description or 
occupation of the parties holding shares in the third column; the next 
column the address or place of business ; the date and signature come 
in the next column, and then the. witness to the execution of the deed. 
I stated to the Committee that it is necessary to have one-fourth of the amount 
of capital subscribed for, and the signature of the shareholders. I would wish 
to call the attention of the Committee to this, which I have submitted to the 
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F.WhitmarsKEsq. solicitor of the Treasury, by order of the Treasury, but upon which no prosecu* 
- tion, unfortunately, could be instituted, according to their opinion, to show the 

7Aprai853. amount of fraud committed upon the office, so as to get the deed completely 
repstered. It will be seen there are various signatures for those various shares, 
principally varying from , one to five shares ; there is one 60, there is one 200, 
and another 200 ; but that must be brought into the same category with those to 
which I am going to call the attention of the Committee. It is purported to be 
signed by a female, and she is described as a milliner. They are 5/. shares, and 
she subscribes for 200 shares, which would be 1,000/. Upon reference to the 
Post-office Directory, it will be found that no person resided at the address given, 
and, on the contrary, it was a linendraper's, so that that is either a fictitious 
address, or else it is a fraudulent return of the person's name so subscribed, who 
is in fact no subscriber ; but all those signatures took place in July 1852. Then 
the parties found that those 6/. shares did not accumulate sufficiently for the 
purposes of registration, the capital being 20,000 2., and the amount of shares to 
be taken being 5,000 /., the parties proceeded to obtain signatures. Then we come 
to 22d July 1852, the commencement of those extraordinary signatures to which 
I wish to call the attention of the Committee. First of all, comes a man for 200 
shares, and others for 200, 300, and 100, and one of 195; and then other sub- 
scribers for shares to the amount of 100, 200, and so on. rhere is the same date of 
the 22d July 1852; the signatures are witnessed by the same man; and upon 
inquiry by an attorney who brought the matter to my notice, who had taken 
the trouble ol* sending to all those parties to ascertain whether they were substan- 
tial persons or not, almost every one of them was a man of straw ; some of them 
not living at the address, or little clerks in an office ; some of them artisans, and 
described as gentlemen, wine merchants, and so on ; so that all those signatures 
which were necessary to pass as being subscribers, and substantial persons, 
forming a fourth part of the capital, viz. 5,000/., turned out almost all men of 
straw. Now, I have no discretion and no power whatever to investigate that. 
I have nothing to do but to see that the number of signatures is correct, and 1 am 
bound to register them ; that is fraudulent upon the face of it. 

215. Mr. Glj/n.] Was the amount of the shares 5/. a share? — Yes; so that 
you see here {pointing to the deed) that shows a fraud committed upon the 
Registrars Office, which I have no means of preventing. 
• 216. Mr Chambers.] In what respect is that a fraud? — It is so far a fraud 

upon the office that I am bound to receive those signatures as being bond fide 
signatures of persons who are responsible persons, while they are all men of 
straw ; so far it is a fraud, but not a cognisable one for prosecution. 

217. In what respect is it a fraud ; are the parties non-existent? — They are 
existing, but persons living in lodgings, and running about without any osten- 
sible means of living. I had one instance where a man had obtained signatures 
in this way, and paid a shilling to the parties to sign them. 

21 8. Chairman'] They are also frauds, because you discovered in a great many 
cases there is no such person living at the place ? — Yes. 

219. Mr. Chambers.'] Is that so in many instances; I have heard at present 
but one instance stated ? — Yes, almost the whole of those instances. 

2-20. Do I understand you, therefore, to intimate a wish and desire that any 
amendment of the Joint Stock Registration Act should give you the power, and 
throw upon you the responsibility, of ascertaining the solvency of the parties who 
sign the deed ? — No, certainly not ; but there is no penalty against anything of 
the kind. I will show you how the fraud might arise under this Act of Parlia- 
ment in this way. There is a clause in the deed which says, ** That on and 
after complete registration of the company, there shall be paid by the shai-e- 
holders, on execution by them of these presents, or any deed of accession 
thereto or duplicate thereof, in full of all future calls and instalments, the whole 
of the sum or sums representing the amount of their subscription towards the 
capital stock of the company." They are bound to pay it upon their subscribing 
the deed, and here are men of straw who really cannot pay it, and have no 
means of doing it ; and then comes another clause, which is a saving clause to 
all those parties, and which I have no power to say shall not be : it is, " That 
whenever any share is forfeited or duly transferred, the previous holder of such 
share shall from and after sucn forfeiture, or the return of such transfer for 
registration as aforesaid, contract or be subject to no fresh liability in respect 
thereof, or in respect of any subsequent contracts or demands of or against the 
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company; and the company shall from that time forth hold and keep such p. IFAi/iiwrfft, Esq* 

former shareholder harmless, and indemnified of, from, and against all claims, 

contracts, and obligations then subsisting and unsatisfied, to which such former 7 April 1853. 
shareholder by reason of bis having been a shareholder in the company is then 
liable, and shall release him from all further and future observance and per- 
formance of all covenants, conditions and agreements, in respect of the same/* 
There is a power of forfeiture upon the non-payment of the amount within two 
months after notice sent to them ; the shares are to be declared forfeited ; they 
have nothing to do but to declare all those shares forfeited, and the consequence 
is that those parties names have been made use of for the purpose of obtaining 
the registration of the company as bon&Jide subscribers, and they all turn out 
men of straw, so that there are only a few 5/. shareholders. 

221. I want to get your opinion as to the remedy for that state of things ? — 
That is the difficulty I labour under. 

222. After the information you have given us with reference to the facility 
with which what you have denominated frauds are perpetrated on the Registra- 
tion Office, are you still of opinion that the public nave the slightest benefit or 
security from the registration under this Act ? — An immense mass of benefit 
results to the public from it, no doubt. 

223. Notwithstanding the facility of doing that ?— Notwithstanding the facility 
of doing that. I am only giving instances of fraud that might be committed, 
and in other instances other companies have done the same thing. I go and 
subscribe for 600 shares to a company ; I am bound by a certain time to pay my 
instalments upon those shares ; if I do not pay the instalments the shares are 
forfeited ; parties go and sign the deed, and they are nominally called upon to 

Ey the shares ; they do not pay them, then they forfeit them ; there is a stipu* 
jon that a certain amount shs^l be subscribed, and they are men of straw who 
sign it, so that the company is formed upon men of straw. 

224. How do the public benefit by this registration ? — I should say to a 
general question like that, that the public benefit in everything, except where 
you show they are not benefited by it 

225. Mr. namilton.'] Have not the public an opportunity of going and making 
inquiry for themselves with respect to the solvency of tho^e parties who, you 
state, are men of straw, by seeing the names and descriptions in your books? — 
Yes, they have undoubtedly. 

226. ChairtnanJ] If there are to be joint-stock companies, does not your office 
afford this facility to the public, that any person, by paying a shillmg, can at 
once go and ascertain the conditions upon which that company has been estab- 
lished, and it may be to them a certain guide as to the responsibility of that com- 
pany in dealing with them ? — Yes. 

227. And may it not be found of great utility to the public, by enabling 
them to see who are the registered proprietors, and whether the parties are 
known to be parlies who are trustworthy or who are not trustworthy, so that 
the public have the opportunity of knowing and making inquiry as to the 
respectability of the parlies ? — Yes, there is that safety. 

228. Therefore, while you think there is a great defect in the present state of 
the law, yet there are great advantages derived by the public from the existence 
of your office, and from the provisions of the Act ? — Undoubtedly. 

229. Mr. Chambers.^ You mentioned the objection that was made by certain 
mutual assurance offices to registering half-yearly the names of their new mem- 
bers, every assured person that becomes a member of a mutual assurance society 
being required to have his name registered at the end of six months : was the 
objection made an objection on the ground of the expense it was to those com- 
panies when doing a large business?— Yes. 

230. So that if 600 new policies had been issued in the six months, it became 
an expense of 25/. to register those names at the end of the time? — Yes. 

231. Chairman.] It was on that ground the Treasury gave them relief? — 
Yes, it was on that ground the Treasury gave them relief; they paid 1*. for the 
first sheet ; the order was Is. for the first sheet, and 6rf. for the next. 

232. They did not relieve them from the obligation of being registered? — 
No. 

233. But relieved them in so far as the expense of registration went ? — Yes, 
tiiat was all. 

234. Mr, Cawan.l Would you recommend that those parties should be 
0.55. c 2 required 
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rMMtmarsk^EBq^ required to pay up a certain amount of capital ? — I think myself, as a matter of 

public policy, upon the best consideration I have been able to give after my 

7 April 1853. experience of that office since the year 1846, that it would be a very desirable 
thing that a fund should be established by every company in the first instance, 
and subscribed capital paid up, and* that the certificate of complete registration 
should not issue until a certificate of some sort or other had been given to the 
registrar that that subscribed capital had been paid up, and that it had been 
dealt with in the same way as they do with the country banks; that a certain 
portion should be subscribed and invested ; that the money should be paid up. 
1 cannot feel a doubt upon the propriety of it, because it is established by this 
company I have referred to, that there is no part of that capital that has been 
paid up, or ever will be. 

235. Mr. Forster.] Would it be found that the guaranteed fund, or the sum 
paid up, would be a great bar to the establishment of unsound or bubble com- 
panies ? — I think it would. 

236. Mr. Cowan.] Would you recommend such companies as you refer to, to 
have a larger proportion of their actual shareholders to be subscribers to the 
deed, as in the case of railway companies, which I think requires three-fourths 
of the subscription ? — I should think one-Fourth would be sufficient if the money 
be paid up, but you have no guarantee that the money is paid up. 

237. Then it would depend upon the amount to be paid up ? — In many cases 
they do not call for more than 5^. a share, and what is that to form a fund ? 

238. Mr. Glyn.] Do you think there is any objection to the low amount of 
shares; you have instanced a case of 61. shares? — I think it would be better 
not to have it lower than 5/. There are an immense number of companies now 
established, the Californian and Australian Companies, at 1 1, shares, and many 
of them established upon the cost-book principle, which is perfectly undefinable. 

239. None of the assurance companies have shares of so low a denomination as 
5 /. ? — I think so ; but I am only speaking from recollection. The distress I have 
seen is almost indescribable, from parties coming to me and expecting that I can 
.i^ive them advice and assistance bow to get out of the difficulty of being concerned 
in those conjpanies. where they are called upon to pay subscriptions, and when 
tliey have paid them up, they have no means of getting them back, and the money 
is lost. I have had a governess in hysterics, for all her little savings she had in- 
volved in the company ;. I have had officers of the army and navy come to me, 
hoping I should be able to relieve them from their difficulties by giving them 
advice what they were to do, and persons of that description. You could never 
suppose it possible that they would be so childish as to commit themselves with 
regard to their monies as they have done ; it is quite distressing ; and clergymen 
the snme way. 

240. Mr. Chambers.'] That does not apply to assurance companies ? — To com- 
panies generally ; but it might do so. 

241. Has it ever? — I do not know ; lam speaking generally with regard to 
companies; the same might apply to assurance companies as it would apply to 
others ; the same game might be played in both. 

242. Mr. Forster.'] Looking at the state of some of the accounts that have been 
returned to your office, do you think it is at all probable that such a case might 
arise with reference to assurance companies? — Certainly it might; I have no 
check upon assurance companies any more than any other; and as to the 
balance-sheets, they are perfectly nugatory ; they are not understandable ; I have 
considered it over a great deal, and I have thought that if it could be devised 
by the Legislature that if any form of balance*slieet could be adopted, upon 
which the returns should be made out, and some stringent measure adopted 
also for the purpose of compelling the return of the actual balance-sheet that has 
been laid before the subscribers being returned to the Registry Office, it would 
then open the eyes of the public a great deal as to the state of the companies, as 
half the balance-sheets of those assurance companies must be manufactured for 
the purpose of registration. 

243. Mr. Glyn.] Have you ever turned your attention to the proper form of 
the balance-sheet ? — I am not sufficient of an accountant for that purpose ; but 
it might be easily done by some man accustomed 10 it in such a way as would 
be perfectly intelligible to the public. 

244. Mr. Chambers.] How frequently would you have such a balance-sheet 
returned ? — Whenever it is laid before the subscribers. They are bound to lay 

a balance- 
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a balance-sheet before the subscribers once a year, and when the balance-sheet F.Whitmarsh, Esq. 
is so laid before the subscribers, then the return ought to be made to my oflBce. 

245. When you say a balance-sheet in reference to an assurance society, do ' ^P*"'^ ^^^3' 
you mean a statement of the income and expenditure for the year, or do you 

mean a balance-sheet that states the financial position of the company, with an 
estimate made by the actuary of its existing liabilities and the value of its 
assets ; which do you mean ? — In many of the assurance companies there is a 
xlistinction made with regard to the balance-sheet: a balance-sheet is to be 
'made up once in a year, according to Act of Parliament, and once in five years 
an estimate made as to actual liabilities, and their value, to show the real state 
of the companies. 

246. Have you an opinion that the annual statement of receipts and expen- 
diture is of the smallest value in the world to give information in respect of the 
position of assurance companies ? — ^Yes. 

247. In giving a notion to the public of the stability and soundness of that 
institution? — Yes. Suppose 100 new assurers were assured in an office, then 
the amount of premiums paid up would show the amount of new business to 
the office ; the amount of new monies paid into the office to answer liabilities, 
and so on, with respect to the accounts in general. But if you come to estimate 
the liabilities of the office, what they may be according to the stale of the lives 
assured, which varies every year, it becomes a very different calculation, and a 
very nice calculation, which nobody but an actuary could enter into ; that would 
be the five years' balance-sheet which I referred to just now, 

248. Mr. Henlty.'] The mere showing each year the actual receipt of the 
company and the actual payments of the companvi whether for expenses or other- 
wise, would of itself be some guide as to the position of the company? — ^No 
doubt. 

249. For instance, if the expenses of the company were exceeding altogether 
the receipts of the company, that would show that nothing could be carried over 
to guarantee the policies ? — ^Yes, certainly. 

250. So that those receipts and payments, whether more or less agreeing or 
differing from each other, would afford some guide as to whether there was 
money coming in or going out in an undue proportion ? — Yes ; it would be a 
statement of the actual accounts of the company, without any speculation as to 
the liabilities ; it would show the amount of liability, but it would not be an im- 
mediate calculation of what that liability would actually amount to. 

25 !• Mr. Chambers.'] It would show the amount of ultimate liability, but not 
the present value of that liability ? — Yes. 

252. Does such a statement contain any single element essential to a balance- 
sheet to show the financial position of the assurance company ; does it show the 
•assets, or does it show the liabilities ? — I think a debtor and creditor account 
would very fairly show it. 

253. Chaifman.l Suppose a periodical account of a more minute description, 
such as you have described the five years, were given for the intermediate years, 
such an account of receipts and expenditure for the intermediate years, when taken 
in relation to the other account, would be a guide as to the progress of the 
society between the two periods; to that extent it would be an assistance.^ — 
Undoubtedly. 

254. Mr. Henley.] Take this case of a society commencing, and its annual 
expenses to be 3,000 /., and its annual receipts for premiums 2,000 /., there 
must be some liability incurred, then ? — No doubt. 

25/;. If ii were shown they were sinking 1,000 /. in expenses more than they 
were receiving altogether in premiums, that would be an element to show there 
was nof much security for the parties assured ? — Undoubtedly. 

256. %So that in proportion as those things happened, it would not be a direct 
index, but still it would afford some guide as to whether that society was in a 
prosperous or other condition ? — Undoubtedly. 

257. Mr. Chambers.'] So that taking the case which the Honourable Member 
puts, of a society publishing its first balance-sheet, showing receipts 2,000 L 
and expenditure 3,000 /«, you would set down that as a society in an unsound 
financial condition ? — That must depend upon the amount of capital. 

258. The Honourable Member said, the expenditure 3,000 /. a year and the 
' '^. 55. c 3 income 
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F.WhiimarJi.E^. incoiue 2,000 /. a year, but probably what he intended to say was this, that in 

~ the year for which that was the statement the expenditure had been 3,000 /. 

7 April 1853, and the income 2,0j00 /. — Yes. 

259. Supposing a single statement of that kind before you, would that state 
of the account convince you, or lead you even to suspect that the society which 
presented that was in an unsound financial state ? — No ; I should say there was 
a loss upon the profit and loss account of 1,000/. a year. 

260. Mr. Glyn.] Upon the cash account? — Yes; if you receive 2,000/. only 
and paid 3,000/., the loss would be 1,000/. 

201. Chairman.] In an old company which had been established some time, 
and had a large capital, they might show a very considerable expenditure over 
income in some years without showing themselves in an insolvent condition ? 
— Yes, 

262. If that state of things were continued year after year in a new com- 
pany, where there would be no capital accumulated, the conclusion would be 
inevitable ? — Yes, that it was a sinking company. 
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JAMES WILSON, Esq., in the Chair. 



Mr. Oeorge Taylor called in ; and Examined. 

Mr. G. Taylor. 263. Chairman.] WHAT office do you hold ?— That of Assistant Registrar of 
11 April 18/; q Joint Stock Companies. 

264. How long have you held that office ? — My official appointment dates 
from the 13th of August 1845 ; but I have filled the office substantially since 
the establishment of the Joint Stock Companies' Registration Office. 

26.5. Will you state to the Committee in what year the Act was passed under 
which that office was established? — In 1844. 

266. Will you state to the Committee shortly what you consider to be the 
most important provisions of the Act ? — The Act regulates the formation and 
government of joint stock companies ; in the first place by laying down rules 
to be observed while companies are being formed ; in the next place, by pre- 
scribing conditions under which companies are to be formed ; and in the third 
place, by laying down rules for their subsequent management. With regard to 
the formation of companies, every company, before it is allowed to take any steps 
to form itself, must be provisionally registered ; that is to say, it must give in to 
the Joint Stock Companies' Office a statement of its intended name and business, 
and of the persons who propose to form it. Before it can enter upon its business, it 
must be completely registered ; that is to say, it must be formed by a particular 
constitution, under a deed of settlement, containing certain prescribed provisions, 
and executed by a defined proportion of the persons interested in its capital ; 
upon which a certificate follows, which authorises it to enter upon its business. 
After the company is formed, it is required to make regular returns relative to 
its business and capital, as long as the company is continued in existence. Those 
are the general provisions applicable to joint stock companies under this Act. 

267. Practically speaking, have you found that those rules have been easily 
carried into execution ? — I am not aware that there has been any particular 
diificulty in carrying them iitfo execution, but their object has been rather too 
easily capable of being evaded ; that is to say, those that were intended to be 
most efficient, have proved not by any means to be so ; I mean ])articularly the 
rules connected with complete registration; the rules established for securing 
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that before a company can be authorised to enter upon its business, there shall Mr. G. Tayhr. 

really and truly be a bond fide company. ^ 

268. Which of the provisions of the Act do you regard as the provisions for ^* ^P*'* ^^^"^ 
securing the bond fide character of the company ? — The provisions which require 

that the deed of settlement of every company must be executed by one-fourth of 
the subscribers holding one-fourth of its capital before the company can begin 
business. Who and how many the subscribers are is a matter as to which we 
have no alternative, but to take it upon the^statement of the persons forming the 
company themselves. That is the only provision by which the formation of the' 
<jompany is tested; if that provision is complied with, complete registration must 
be granted. 

269. You stated that you have found great facilities to exist for evading 
those provisions ; will you state the nature of those evasions ? — 1 think I can 
explain the nature of them better by instancing a particular example than in any 
other way, if the Committee will excuse me from mentioning the name of the 
company I refer to. A company was formed some time ago for life insurance; the 
capital was stated in its deed of settlement to be 10,000/. ; consequently this com- 
pany could obtain complete registration on having its deed executed by parties 
holding shares to the amount of 2,500/. In point of fact, when the deed was pro- 
duced for registration, it was executed by persons holding shares to the amount of 
2,700/. ; and it was represented at the same time, in the schedule to the deed, that 
further shares had been taken, although the parties who had taken them had not 
executed the deed, to the extent in all of about 3,100/. In the deed there was a 
clause (a very usual one, though not to the same proportional extent) empowering 
the company by a resolution of a general meeting to increase the capital to the ex- 
tent of 90,000/. additional, or 1 00.000/. in^all. Within a week after the deed of the 
company was sent into the office for registration, a general meeting was called 
for the purpose of increasing the capital; a meeting was held within something 
more than a week afterwards, and a resolution was passed increasing the capital 
to 100,000/. ; so that within a few days after the company was authorised to 
commence its business, it was in a condition to announce to the world that its 
capital was 100,000 /., although the deed of settlement had been executed only to 
the extent of 2,700 1. To show that nothing had taken place in the interval to 
warrant this change, I may mention that a retuiii, made some months afterwards, 
showed that additional shares had then been taken only to the extent of about 500/. 

270. In addition to the original 2,700/. ? — Yes. 

271. Is there not usually in those deeds, whereby the capital is limited, pro* 
vision for its extension in certain cases to a certain amount ? — In general there 
is a provision for the extension of the capital to a certain amount ; but there is 
no power anywhere to limit that amount. If parties who establish a company 
with a capital of 100,000/., choose to reserve a power in their deed to increase 
the capital to 10,000,000/.,- there is no power anywhere to prevent that. 

272. Then for any increase of capital which takes place, they are not required 
to come back to the Register Office ? — Not for any renewal of their powers ; they 
are required simply to make a return of the fact. 

273. Have you any means of knowing that the new capital subscribed is 
taken by any specific number of proprietors ? — ^^fhe only means we have of 
knowing that is, by the return which they make of the new allotments of shares, 
which by the Act they are required to make. 

274. But you have no authority to notice it? — We have no authority to notice 
the fact. 

275. Do you regard that stipulation in the Act as of any importance in 
securing the bond fide character of the company? — i do not think it is sufficient 
to secure it. 

276. Practically is it very easily evaded? — I think so. 

277. Is the facility of evasion so great, that where there is a motive to evade 
it you have no means of preventing the evasion? — I decidedly think so. 

278. That is all that is required for complete registration ? — There is merely 
required the execution of a deed for a certain proportion of the originally declared 
capital of the company, with some other merely formal regulations ; that is all in 
the nature of a check or a test upon the formation of the company which is 
required. 

279. That is as to the commencement of the company ; then what connexion 
hus your office with those companies afterwards ? — It is necessary for each com* 
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Mr. G. Tai/lor. pany to make a return once a year of the fact of its continued existence, that is, 
a simple statement that it is going on ; this is done by a return of its name and 

11 April 1853. business. Then, twice a year, a return has to be made of all changes in the list 
of shareholders, whether by additions, or by withdrawals, or by transfers. Each 
company has also to make a return of any changes which it may make in the terms 
of its deed of setdement, whether by a supplementary deed or by resolutions of 
general meetings. Then every company is required to hold at least one general 
meeting in the year, and within a fortnight after that meeting they must make 
a return of the balance-sheet with the auditors' report, which have been laid 
before the general meeting. 

280. Then, in fact, you have a record in your office of all the substantial 
proceedings of the company as far as regards its existence, its amount of capital, 
and any change in its name ? — Not as regards the amount of capital paid up, 
except by a roundabout process. Most of those facts, however, though not 
specifically stated in the papers returned to the office, are to be gathered from 
them. 

281. If the capital was increased in consequence of a resolution of a general 
meeting, would you not necessarily become cognisant of it r — It would be the 
duty of the company to make a return of the fact ; but we have no power to 
require any proceeding to be taken which would show that that was a real borui 
fide increase of capital. 

282. You have no such check as you have at the first commencement of the 
company, when you may require to see that one-fourth of the capital is actually 
subscribed ? — None whatever. For example, in the case of the company to which 
I have alluded, it appears from the last return to the office, that its deed remains 
executed for only about 3,600 /. 

283. Although they have an addition of 90,000 Z. to their nominal capital ? — 
Yes. 

284. You state that the companies must make a return of their continued 
existence: are they required to make a return of any change of name ? — They 
have no power to change their name. It has been decided by the Court of 
Queen's Bench that a company completely registered cannot change its name. 

285. Then in the event of their wanting to adopt another name they must 
commence de novo ? — They must dissolve the company and form a new one. 

286. Is it common for companies provisionally registered in one name to 
drop that name and take another ? — Very common. Provisional registration 
has never been held conclusive as to name. 

287. Mr. Sotheron.'] Can they change their place of business? — Yes. 

288. Chairman.'] But they must make a return to you of the fact ? — Yes. 
The reason why the name is held to be unchangeable is, that the company is 
incorporated oncomplete registration, and the Court of Queen's Bench held that 
to that extent it partook of the incidents of a corporation. 

289. Mr. Fo7^ster.] They can change their name only by an Act of Parlia- 
ment? — Yes; some completely registered companies have been empowered by 
Act of Parliament to change their names. 

290. Chai7'fnan.'] You say that one return which they have to make is of the 
fact of their continued existence. Can you inform the Committee how many 
insurance companies have been established under the Act of 1844? — ^The total 
number completely registered up to within a few days back is 135. 

291. How many provisionally registered ? — I am not prepared to say. 

292. Can you furnish the Committee with a list of all the companies which 
have been provisionally registered, giving their names and the dates both of the 
provisional registration, and of the complete registration, and of their ceasing to 
exist (where they have ceased to exist), and showing those that are in existence 
at the present time ? — I have a statement here with respect to completely 
registered insurance companies, which supplies with regard to them much of 
the information for which I have been asked ; and as it is very short, perhaps^ 
the Committee will permit me to read it. Of eight insurance companies regis- 
tered in 1845, two have been dissolved, and six have returned themselves as 
existing in 1853. I may here mention with regard to dissolution, that there is 
no provision in the Act by which companies are required to give any notice to» 
the Joint Stock Companies' Office of their being dissolved. The Act of the 
7th & 8th of Victoria is entirely silent upon the subject of dissolution. There 
is a provision in the Amending Act of the 10th & 11th of Victoria, but it is not 
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eDforced by any penalty ; and from the manner in which it is expressed it is Mr. C. Tovlot. 

very doubtful whether its application is not confined to provisionally registered 

companies. We, therefore, can never be sure that we have a full list of the n April iS^^w 
companies that are dissolved. 

293. You were understood to state that it is the duty of every company to 
return the fact of its existence at the end of each year; would not that furnish 
you the means of knowing those which have ceased to exist? — It would, if we 
were sure that every company wliich did not return itself had ceased to exist ; 
but there have been instances of the return not being made from mere neglect. 
To proceed with my statement — of 15 companies registered in 1846, three have 
been dissolved ; one has made no return since 1850, two have made none since 1852, 
and nine are returned as existing in 1853. Of 21, registered in 1847, four 
have been dissolved, one has made no return since 1849, one none since 1851, 
one none since 1852, and 14 are returned as existing in 1853. Of 14 registered 
in 1848, three have been dissolved, one has made no return since 1852, and 10 
are returned as existing in 1853. Of 15 registered in 1849, two have been 
dissolved, one has made no return since 1852, and 12 are returned as existing 
in 1853. Of 12 registered in 1850, one has been dissolved, one has made no 
return since 1850, three none since 1852, and seven are returned as exist- 
ing in 1853. Of 18 registered in 1851, three have been dissolved, seven 
have made no return since 1852, and eight are returned as existing in 1853. 
Of 25 registered in 1852, one has been dissolved, seven have made no return 
since 1852, and 17 are returned as existing in 1853. Seven have been regis- 
tered in 1853, but of course they have made no subsequent return. An abstract 
of the whole may be stated as follows : — 

Total number registered - - - - - -135 

Dissolved - - - - - - - - -19 

No return since 1849 - - " - - - - 1 

No return since 1850 2 

No return since 1851 1 

No return since 1852 22 

Number existing in 1853 ...... 90 

135 



Seventy-nine have taken out the annual certificate for 1853. Of the 90 now 
assumed to be existing, having made returns in 1853, 83 were formed previ- 
ously to 1853. I have assumed, in one point of view, that a company which 
made any return during the year 1853, may be supposed to be in existence in 
the year 1853, although the proper return, which may be regarded, according to 
the circumstances, either as an acknowledgment of existence, or as a claim to be 
considered as existing, has not been made, namely, a return of its name and 
business. Of those, 79 have made a return of that kind, and the others have 
made other returns ; making, altogether, including the seven companies regis- 
tered during the present year, 90 companies which may be assumed to be in 
existence at present. Of course this is liable to correction in the case of some 
of the companies which have not made returns since 1849, where the omission 
may have been caused by neglect. 

294. Chairman.'] Have you any means of stating what pix)portion that bears 
to the number of provisional registrations during that period ? — I think it is 
rather more than a third ; but I should not say that much importance should be 
attached to provisional registration in any wray. 

295. Mr. Chambers.'] Provisional registration is a step that must be taken 
before any measures are taken for establishing a company ? — Yes ; provisional 
registration is simply an announcement that certain parties intend, if they can, 
to establish a company for a particular purpose. 

296. Chairman.] Independently of tnoee returns to which you have referred, 
does not the Act provide that every company shall make a return to you of its 
balance sheet once a year? — It does. 

297. Has that provision of the Act been carried out ? — It has to a very con- 
siderable extent. 

298. Has it in all cases? — ^Not in all cases. 
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Mr. G. Taylor. ^99* ^^^^ means do you adopt to obtain those balance sheets if thiey fail to 

. ' send them ? — Our means is, simply writing to them to require them to make the 

11 April i«53. return. Unfortunately the Act contains no penalty for omitting to return the 
balance sheet. 

300- Then it is entirely optional on the part of the company ? — Practically it 
may almost be considered so, unless so far as a penalty may be incurred by mere 
disobedience to the provisions of an Act of Parliament. 

301. Have you had any difficulty in obtaining those returns?— Some com- 
panies have absolutely refused to make them, some neglect to do so, and there 
is frequently great delay. I do not speak especially of insurance companies, but 
of all companies. In several cases the accounts of two or three years have been 
returned at one time. After going on some years without sending any, they 
have sent in several at once. 

302. When the returns have been made, have they been of such a nature as 
to give a satisfactory exhibition of the state of the company ?— It is difficult to 
give a general answer to such a question ; but I should say that many of the 
returns have not been satisfactory. 

303. Would you say that the majority of them are such as to enable any 
ordinarily intelligent person, acquainted with accounts, to form a satisfactory 
opinion as to the real circumstances and condition of the company ? — There aite. 
a great many unquestionably which are not of that character ; whether the 
majority are satisfactory or not I am not prepared to say. 

304. The question refers to insurance companies only ? — I think the general 
character of the accounts of insurance companies is not so satisfactory as it 
ought to be. 

305. Do you think they are worth anything as they at present stand r — For 
the purpose of forming a real estimate of the condition of the company, such 
an estimate, for example, as might furnish a safe basis for the calculation of a 
dividend or a bonus, I think very few of the accounts are satisfactory. 

306. Is it the same account as they furnish to the parties interested in the 
company ? — It ought to be the same account which they are required by the 
Act and by their deed of settlement to furnish to their proprietors. I have heard 
it stated that companies have,tin some cases, furnished one account to the Regis- 
try Office and another account to the proprietary ; but every such proceeding 
is decidedly a very improper evasion of the provisions of the Act. 

307. Have you known such cases of your own knowledge ? — Not of my own 
knowledge. I have heard it stated that that has been done. 

308. You have never seen the two different accounts ? — No. 

309. Of course, if the other account had been circulated amongst the body 
of proprietors, there would be no difficulty in obtaining it if it existed? — I can- 
not say that I ever traced it in that way. 

310. Have you any observations to make to the Committee with reference to 
the form in which you think these accounts ought to be made, in order to make 
them more satisfactory r — I should decidedly recommend, with regard to the 
accounts of companies generally, that the companies should be divided into 
classes, and that a particular form, applicable to each class, should be pre- 
scribed by- authority for the accounts which are to be registered, and that 
whatever latitude the company might require for themselves with regard to the 
manner in which they keep their own books, at least they ought to prepare one 
account in the prescribed form for audit and registration. Speakin;: generally of 
all companies, I should say that every account so registered ought to consist of 
three heads. Tlie first, which is, properly speaking, the cash account of the 
company, should contain the receipts and expenditure, beginning with the 
balance carried over from the last account, and ending with the balance to 
be carried over to the succeeding account. The next head should be the proper 
balance-sheet ; that is to say, an account exhibiting on both sides; the several 
balances appearing on the different accounts in the company's ledger ; and the 
third head should be an account, the form of which would necessarily be subject 
to modification according to the particular character of the company, exhibiting 
the assets and liabilities of the company at the date when the account is made up. 

311. Then it is your opinion that if the Legislature continues to require an 
account at all, it ought to be not only an account in a more perfect state, but in 
a uniform state ?— I think so. 

312. Does not the character and the value of an account very much depend 
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upon the nature and value of the assets which appear on the credit side of the Mr. G. Taylor. 

account?— Unquestionably ; and also upon the principle upon which the value — 

of the assets is estimated, as to which there is frequently great difference. 11 April 1853. 

313. Are you prepared to recommend that any steps should be taken for the 
purpose of arriving at any estimate or knowledge of the value of the assets ? — 
I think in the case of insurance companies it would be rather hazardous to insist 
upon ,an annual valuation of the assets, from the peculiar character of the busi- 
ness of such companies. I do not pretend to any minute knowledge of the 
subject myself, but it has generally been considered by those practically 
acquainted with it, that it would be attended with considerable trouble and 
expense to have an exact annual valuation of the assets of an insurance com- 
pany. But I think there could not be any very serious diflSculty in making 
annually such a statement as would exhibit the raw material (if I may so call it) 
of a valuation. It would not be attended with undue trouble or expense, and it 
would enable persons conversant with the subject to understand, as far as would 
be necessary for the purpose in view, the real condition of the company. 

314. Does not each company, either annually, or periodically at least, incur 
the expense of such a valuation for their own purposes ? — I believe that to be the 
case, but 1 am not personally conversant with these matters. 

315. Must not those companies which give bonuses, and which derive profits, 
do so ? — Unquestionably they must do so, periodically. 

316. If they do not do it annually, but do it periodically, are you prepared to 
recommend that such a periodical account of a more minute J^ature should be 
returned and registered ? — I think there could be no objection to the periodical 
accounts being registered, and I certainly should recommend it ; but I should not 
on that account dispense with the registration of an annual account. 

317. The periodical accounts might be valuable for periods of years, but the 
annual accounts might be a sort of key to the progress of the periodical accounts 
in the meantime, and therefore the annual account would have a value of itself, 
but which value would be considerably increased by its connexion with the 
periodical account ? — Unquestionably. 

318. At present a company may, without any intention, or at leastiwithout any 
proof of fraud, be committing a very great fraud upon the public by returning 
such an account as upon the face of it is a misrepresentation of their condition. 
Now, are you prepared to recommend that whatever form of account is adopted, 
it should be such that at least where persons did not contemplate the commission 
of a fraud, but made the return honestly, that return should show to those 
interested the exact state of the company ? — I am ; I think the account should 
contain all such general heads as should cause the different items to be so slated 
and distributed, each in its proper place, as that they would clearly indicate 
the truth of the case. 

319. And you are of opinion that such an account, if made by persons who did 
not cx)utemplate fraud, might be made without any undue interference with the 
minutiee of business? — I do not see why it should not. 

320. But still, are you not of opinion, that seeing that there would be no 
actual estimate of the assets given, and no means of proving their value, the 
public would yet be open to be defrauded by accounts even of that nature r — If 
nothing but tlie real facts were stated, I think that, at all events, persons who 
have any knowledge of accounts would not be very liable to be defrauded. 

321. Supposing a company have invested their capital in securities which 
have become very much depredated, and which may, in fact, ;bave become 
worthless, but still they are not warranted in so describing them, as there has 
been no open repudiation of the debt ; and although they are reoeiving no 
interest for their money, they may think that the day will come when the pro- 
perty will recover itself; in a case of that kind may not an account, which was 
made up including all those assets, be made to appear a very flourishing account, 
when in substance the assets comprised in the account may be worth nothing, 
and the company may be in an insolvent state; may not that happen? — ^It 
might, on the supposition that the assets were merely stated generally as assets ; 
but if the nature of the securities on which those assets were invested were stated, 
of course any person acquainted with the value of securities would know what 
value to attach to them. 

322. Are you prepared to recommend that we should go so far into minutiae, 
as to require a statement of the character of the assets ? — Unquestionably ; it* 

0.55. D 2 fund 



s 



Digitized by 



Google 



28 MINUTES OF EVIDENCE TAKEN BEFORE THE 

Mr. G. Taylor, funds are invested in securities of different values, I think it important that 

; those securities which so far differ in value, that a sum invested in one repre 

\\ April 1853. sents a different amount of available assets from that invested in the other, 
should be separately stated. 

323. On the other side, with respect to the liabilities of the company, which, 
of course, must vary very much from time to time, according to the nature of the 
business done by the company, would you be satisfied with a general statement 
of the amount of their liabilities, without any inquiry into their nature and cha- 
racter ? — By no means, I should clearly be of opinion that the statement of 
assets and liabilities should contain not only every individual asset, and every 
individual liability, but the assets and liabilities classed under different heads, 
according to their different characters. 

324. Have you any recommendations to make to the Committee with refer- 
ence to the amendment of the present Act, in order to make it more effectual for 
the purposes contemplated? — I have several. In the first place, before leaving 
the subject of accounts, there is a matter which I apprehend to be of considerable 
importance, though I am not sure that I am quite prepared to offer any con- 
clusive suggestion upon it, but I should like to submit it for the consideration of 
the Committee, namely, as to the class of persons who ouglit to be appointed as 
auditors for companies. I confess it appears to me that there is considerable 
objection, in any case, to appointing any of the shareholders of a company to be 
its auditors. If some means could be adopted by which the services of persons 
qualified by professional training to discharge the duty of auditors of the accounts 
of companies could be secured for the purpose, I think an important point would 
be gained ; and iu that case I should make the circumstance of a person being 
a shareholder a disqualification. There is always a natural feeling in the breast 
of every person connected with a company, which inclines him to take as favour- 
able a view of its condition as possible ; indeed, in some cases, as for example, 
if the shares are in tlie market, it is the interest of every shareholder that the 
condition of the company shall be in as good repute as possible, and conse- 
quently there is a motive to cimceal anything that may be wrong. Besides that, 
I think it is generally found difficult to get shareholders to take a firm or deter- 
mined course in opposition to their directors if anything has gone wrong, until 
matters fairly come to an extremity. On the other hand, if you take a profes- 
sional auditor, unconnected with the company, you escape the bias incident to 
the position of a shareholder, and you have the security of his feeling of profes- 
sional responsibility for the fair and independent exercise of his duty as auditor. 
Therefore I think it would be an improvement if the employment of share- 
holders as auditors were prohibited, and some means adopted by which you could 
have a certain class of persons, accountants, actuaries, or other persons skilled in 
accounts of the kind, as the persons who alone could be appointed to perform 
the duty of auditing those accounts. 

325. Would you suggest that the appointment of auditors should be made a 
duty of the Register Office?— Not of the Registry Office. 

326. Would you suggest that they should be appointed by some responsible 
department altogether irrespective of the company itself? — I have not con- 
sidered that question. I should hesitate before recommending that. 

327. Would you think it essential that the auditors should be as much as 
possible independent of the directors ? — Decidedly. 

328. Do the observations which you have made apply to all joint stock com- 
panies as well as to insurance companies ? — To all joint stock companies, but 
especially to insurance companies. 

329. Has your attention been called to some cases in which, notwithstanding 
the auditing of the accounts, gross misapprehension has prevailed respecting 
the condition of the company : for example, was there not a bank at Liverpool 
where, a week after the accounts were audited, and a dividend of seven or eight 
per cent, declared, the bank stopped payrqent: has your attention been called 
to houses of that kind? — No. We have nothing to do with banks; they do not 
come under our notice at all. 

330. With reference to a case of the description now alluded to, supposing an 
auditor went into the parlour of the bank, and had the books shown to him in 
which he might turn to any page he pleased, and that he found the balance 
correctly earned out, and that arithmeiically the whole thing was right, and 
|.liat the auditor did his duty as conscientiously as a man could do it, still do 
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you think that the result of that audit could in all cases be relied upon ? — ^There Mr. G. Taylor. 

may be cases in which it would not be to be relied upon ; but I doubt whether 

the auditor could be considered to have performed his duty by merely ascer- ** -^P"* *^53» 
taining that the accounts were arithmetically correct. I should think, that if 
there were anything fallacious in the mode of statement, it would be his duty to 
detect that. 

331. But supposing there is nothing fallacious in the mode of statement, 
would not the nature of the bills and the securities which the banker has in his 
possession, form a very important item in considering the state of the accounts? 
— Undoubtedly ; and the auditor might point out in his report whether there 
was a proper distinction drawn between asset«^, the value of which was certain, 
and assets which were subject to any kind of doubt ; such, for instance, as de- 
pended upon the credit of individuals, as to which there could not be perfect 
certainty. 

332. Mr. GlynJ] You said that the third account, which in your opinion 
ought to be returned, should exhibit the assets and liabilities of the company; 
would it not be necessary, in the case of a life insurance office, in making up 
accounts of that kind, that the liabilities upon the lives should be defined, and 
that some regular mode of calculating those should be determined before they 
could give an exact account of them ; Must there not be some uniform calcu- 
lation used by all offices, before you could get any uniform account showing the 
liabilities ? — ^That is a question which I am afraid my practical knowledge of the 
special business of insurance does not enable me to answer. I thought only of 
a general statement. Certainly, such an exact estimate was not contemplated 
by me as coming within the requirement proposed, of an annual statement of 
the accounts. 

333* How could your account, No. 3, which would show the assets of the 
company on one side, be at all a satisfactory account, unless the liabilities on the 
other side were defined according to some uniform rule by every office? — I 
should certainly have the assets and liabilities stated according to a uniform rule 
by all companies. But 1 should not carry into the account, except into a periodi- 
cal account, the real determined value of such either of the assets or the liabilities 
as arise from policies and similar sources ; I should have simply such a statement 
of the amount of the gross liabilities on the one hand, and premiums on the 
other hand, as would enable persons who understood the subject to form a general 
idea of the condition of the company. 

334. Do you conceive that in making out the balance-sheet of an insurance 
company, a statement of the amount of gross liabilities on one side of the account, 
and of the assets on the other side, would give any fair criterion of the state of the 
office? — It would not be the proper account ; it would simply serve as the raw 
material (if I may so express it), from which the true estimate was to be drawn. 

335« Would it not be very raw indeed ; would it not be almost impossible to 
get an}^ result from it? — Perhaps it might; there would, of course, be periodical 
valuations in addition. 

336. Chairmau.] I understood you to say that the great value of that account 
would be this, that you would have a periodical account of a more minute kind, 
and that those intermediate accounts coming annually would be a sort of index 
of how the business was going on, as affecting the last periodical account, till the 
next periodical account was made ? — Yes ; that is my meaning. 

337. Mr. Gljffi.'] Supposing an office returned its liabilities upon life policies 
to the extent of 500,000/., that would of course be a very different thing from 
500,000/. of actual liability. Then would not a statement of 500,000/., as the 
liability of the office, be an unfair mode of stating it as against the office ? — I 
should not state it as an actual liability. 

338. In what shape would you state it ? — I should merely state the fact that 
they had policies to the extent of 500,000 /. I do not intend it by any means 
as an estimate of the actual liability of the company. 

339. But practically, do you think that an account of that sort would be of the 
least use either to your office, or to insurers, or to the proprietors, or to the 
public, as showing the real condition of the company ? — It would be of use as 
showing the business that is done. 

340. As showing the quantum of business ; but as showing the value of the 
business, would it give the slightest idea of what they were doing : — I cannot 
pretend to say. 

0.55. D3 341. Chairman.'] 
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Mr. G. Taylor. 34 1 . Chairman.'\ Will you furnish the Committee with the forms of account 
^— -^ which you propose to be required ? — I will do so. 

12 April 1853. 342. If I rightly understand what you mean, it is this : that every five years, 

for example, or at certain periods, you would have an absolute estimate or valu- 
ation of the liabilities of the company, which would show the exact position of 
the company with regard to its real liabilities and its real assets, and then you 
would have intermediate accounts between those two periods, which would only 
show the very important facts of the amount of business that the office is doing, 
and the amount of expenditure at which it is conducted ? — Precisely. I should 
explain with regard to this, that I by i^o means put it forward as a recommen- 
dation of mine that the annual statement should be limited in the manner in 
which I have stated ; but, assuming that insurance companies generally would 
complain of being required to make a more exact estimate annually, I am 
willing to admit that they should be allowed to make up an annual account in 
this more imperfect form. 

343. Mr. Sotheron,] Turning your attention to the periodical estimate, would it 
not be necessary that the principle of the estimate should be made uniform, and that 
it should be made to apply to all companies, in giving the return which you pro- 
pose that they should make to your office ? — ^That seems to me a difficult question, 
unless we were quite sure that the authority which was to prescribe the form of 
those accounts was one perfectly competent to direct what the proper form ought 
to be. I am not sure, for example, that the principle upon which the accounts 
of insurance companies ought to be made out, is one as to which actuaries are 
themselves agreed. If there is anywhere any accurately ascertained and clearly 
defined principle upon which the accounts of insurance companies ought to be 
made up, and if we could get hold of it, then I think it would be exceedingly 
desirable to require uniformity ; but unless we are sure that we have got hold 
of the right principle, I am not prepared to recommend that all the companies 
should be compelled to make out their periodical accounts on the same principle. 

344. Inasmuch as we know that the actuaries are not agreed upon this prin- 
ciple, would not that make it almost impossible to carry out your suggestion? — 
I do not suggest that the periodical accounts should be uniform. I snould allow 
companies to make out the periodical accounts in their own way, as they have 
been accustomed to do. I would simply require an annual statement prepared 
according to a prescribed form, in which certain facts would be made to appear. 

345. Then I understand you to propose that a periodical estimate, both of 
assets and liabilities, should be made out by each company, according to their 
own views .^ — I do not venture to suggest anything else ; I do not feel that my 
knowledge of the internal arrangements of insurance companies is sufficient to 
warrant me in suggesting anything else. 

346. But with reference to the annual return you propose, I understood you 
to suggest that a uniform principle should be laid down ? — Yes. 

347. Therefore you propose that this annual return shall be confined to a 
statement of the actual business transacted, and should not include an estimate 
of the real value of the assets and liabilities ? — 1 should not absolutely require 
anything so minute as an estimate, but I should not have the least objection, if 
the companies were willing to undertake the trouble and the expense of making 
an annual estimate, that they should do so. 

348. But supposing the companies to be averse to giving any more informa- 
tion than is actually required, you would not require more than a statement of 
the actual business transacted in the course of the year ? — Precisely ; and a 
statement of such of their assets and liabilities as admitted of exact statement; 
for example, money invested or borrowed. 

34Q. Therefore you would require from each company every year, a statement 
of all their actual possessions, in whatever shape; but you would not require 
from them an estimate of anything which was contingent ? — Precisely. 

350. Would you, in that way, get anything like a true knowledge of the con- 
dition of the company? — Not an exact knowledge, but one sufficient for practical 
purposes. 

351. In the case of an assurance company, is not a very large proportion of 
the assets clearly a contingent benefit or profit? — The premiums to be received 
are unquestionably contingent ; that is, their actual amount at any particular 
time does not represent their real value ; but at the same time the value is 

susceptible 



Digitized by 



Google 



SELECT COMMITTEE ON ASSURANCE ASSOCIATIONS. 31 

susceptible of accurate estimate, I believe. But I must here repeat^ that I am Mr. O. Ta^hr. 

not minutely conversant with the nature of insurance business. : 

352. Chairman.'] You would have no hesitation in saying that if any form of *^ P" * 53* 
periodical account could be agreed upon by a body of actuaries, as the best that 

could be adopted by Government, it would be a great advantage to require such 
a form to be uniformly adhered to, in the returns made by the companies? — I 
think so. 

353. Mr, BaUJ\ Do you conceive that it is practicable at present to lay down 
any basis for the valuation of life policies which should be imposed upon all 
companies? — ^That is a question which I do not feel competent to answer. 

^^A. With reference to the periodical valuation or estimate to be furnished 
annually by every company according to your suggestion, are you able to inform 
the Committee whether, after life insurance offices have been established a cer- 
tain time, supposing the amount of their business to be tolerably uniform, their 
liabilities do not tend very much to an average by new policies coming in to 
replace the old ones ? — I cannot speak to that as the result of any examination of 
my own. I should say h priori that it would be so. 

355. Then would not the object you contemplate be best effected by requiring 
an annual statement to be returned to your office, which should be open to the 
inspection of all persons who chose to see it, exhibiting the result of the last 
periodical valuation, together with a general statement of the amount of new 
business done since that valuation ; would not that go nearer to furnishing the 
public with the means of testing the condition of the company than a general 
statement of the gross amount of business ? — It might, as it would include one 
element of exactness, namely, an accurate estimate up to a certain point ; con- 
sequently there would probably be in such a statement a nearer approximation 
to the exact truth than in a mere general statement. 

^^6. But when you speak of that as an exact result, you admit that till a 
precise principle of valuation can be agreed upon it is only the estimate of the 
person who makes it, and its exact truth depends upon the correctness of the 
process by which he has arrived at it? — I must assume that the estimate is made 
upon a correct principle. 

357. You are aware that actuaries do differ as to the principle of valuation ? — 
I have understood that they do. 

358. With regard to the assets, you propose that the particulars should be 
furnished of the amount of funds invested in each particular way ? — Yes. 

359. With regard to investments in mortgages, for example, would you 
require more than a statement that so much had been invested in mortgages? — 
I should think it sufficient to say in that case, ** on mortgage of real estate.'* 

360. With regard to the employment of professional auditors, can you inform 
the Committee whether the practice is now general of employing as auditors 
shareholders of the company ?— It is very general ; not universal, but certainly 
very general. 

361. Supposing it were to be required that professional auditors should be 
employed, coi^dering the large number of companies that exist, are you able to 
state whether the body is sufficiently large from which to obtain the services of 
competent persons?— I am not able to say^ but I should think there would soon 
be a body sufficiently large. The fact that there was such a means of employing 
themselves would attract qualified persons to the employment. 

362. Can you suggest any mode by which a public department should assure 
itself of the qualifications of such persons? — I have considerable doubts whether 
that duty should be entrusted to a public department. 

363. Would you allow each company to select its own auditors ? — Yes ; 
leaving the check to.be the professional reputation of the parties selected. 

364. Then you would not require any particular qualification on the |)art of 
the person to be so selected, but you would have as a disqualification that he 
should be a shareholder ? — As to reqniriug a particular qualification, I should 
be glad to do so if I could see my way clearly to it; if there were any particular 
body the members of which could be reasonably presumed to be persons quali- 
fied to be auditors, any class of persons regularly enrolled as a profession, as 
solicitors are, so that all persons belonging to that body might be presumed to 
possess the necessary qualifications) it might be required that creditors should be 
selected from that body. 
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Mr. a. Taylor. 365, Mr. Gltfn,] You would have the auditors selected by the shareholders, 
; not by the directors? — By the shareholders, but not from among themselves. 

11 April 1853, .^55^ Chairman.'] By whom are the accounts signed which are now returned 
to your office ? — The original accounts are required by the Act to be signed by 
two directors and by the chairman. The auditors' report is appended to them, 
and a copy of the whole is relumed to the Registration Office under the signature 
of two of the directors and the seal of the company. The 35th clause of the 
Act requires the account to be signed by two directors. 

367. You have stated what you think could be done so far as the amendment 
of the accounts is concerned ; is there any other part of the provisions of the 
Act with respect to which you can suggest any improvement? — Yes. In the 
first place I would suggest, with regard to the original formation of companies, 
that a guarantee should be taken for the real honajide existence of the company, 
by requiring that a certain proportion of its capital should be paid up and de- 
posited, before the company is allowed to begin business. 1 think this suggestion 
bears with especial force upon the case of insurance companies. In the ordinary 
case of companies which require to incur large preliminary expenses before they 
can commence their business, there is a certain natural guarantee for the real 
existence of a bona fide company. There is no such guarantee in the case of an 
insurance company, which, strictly speaking, requires no capital at all. There- 
fore I should decidedly suggest that an artificial guarantee should be provided, 
by requiring that a certain amount of the capital of the company shall be paid 
up and deposited, as part of the assets of the company, before it is authorised 
to commence business. 

368. Do you propose that any capital should be paid in the first instance when 
provisional registration is applied for? — I do not know that that is of much con- 
sequence, because in the interv?il between provisional and complete registration 
the conimny cannot legally enter upon any business. 

369. But before complete registration, you would provide that a certain pro- 
portion of the capital should be paid up ? — Yes. 

370. Would you think it necessary to make any provision in the deed, as to 
the period when the whole or any further portions of the capital should be paid 
up ? — I should think it necessary that power should be given to the directors, 
either of their own authority or with the sanction of general meetings, to make 
calls according as the business of the company required them, and that the con- 
ditions under which those calls were to be made should be defined in the 
deed of settlement. 

371. In the case of a proprietary insurance office, do you think it is a sufficient 
guarantee for the solvency of the company, that the small amount of capital 
stipulated for in the first instance should be the whole capital paid up to meet the 
general liabilities of the business, or would you pro()ose that a certain further 
portion of capital should be paid up within certain other limits of time, in order to 
form a sufficient guarantee fund for the liabilities of the company? — I should 
think that if the necessity for raising a further amount of capital after the com- 
pany is formed could possibly he avoided, it would be desirable, because a large 
capital is an expensive thing to an insurance company, without being of much 
corresponding advantage; what I should wbh would be simply to require a 
deposit sufficient to furnish a security thnt the company is composed of persons 
who can be safely entrusted with the funds paid into its hands. I should there- 
fore propose that it should be made compulsory upon them to provide a guarantee 
of this kind. 

372. On the part of the promoters in the first instance? — On the part of the 
persons to whom the certificate of complete registration is granted, the persons 
empowered to commence the business of the company. 

373. Can you suggest any means by which the payment of such a fund could 
be ascertaimd or secured? — I would require it to be deposited in a bank in the 
name of the company, and to have it fenced with such provisions, that any attempt 
to make a mere illusory deposit should be punishable as a misdemeanor. I would 
have it provided, that immediately on the formation of the company, this sum 
should be placed to its credit as part of its assets, and, of course, if it were tam- 
pered with, it would involve the same punishment as in the case of tampering 
with any of the other assets of the company. 

374. Do you think that you might require the same guarantee, which, I 
believe, the Stock Exchange require of the bond fide character of a company 
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before permitting the shares to be dealt with, or before allowing a settling day Mr. G. Tayhr. 

on the Stock Exchange for those shares, namely, a receipt, a certificate from the ^- 

company's banker, that he has actually in his possession a certain portion of ^^ April 1853. 
funds which represent the paid-iip portion of the capital; might not the same 
thing be required before you allowed complete registration? — Yes; a certificate 
that the sum deposited stands to the credit of the company alone, 

375. The interest of that money would go to form part of the assets of the 
company, and to meet the payment of its liabilities ? — Yes. In applying this 
suggestion to mutual insurance companies, which have no capital, 1 would pro- 
pose that it should be made compulsory upon them to provide a guarantee fund, 
the amount to be fixed with a reference to the character of each company's busi- 
ness; thus, there might be one sum assigned for a life insurance company, 
another sum for a fire insurance company, and another sum for a marine insur- 
ance company ; whatever the nmount be, there are no other data for detennining 
it, except the nature of the company *s business. 

376. You do not propose this fund as in any way a guarantee for the future 
liabilities of the company, but only as a security for the bond fide character of 
the company at its commencement ? — That is the principal view ; but I propose 
it also as a means of enabling the company to meet any contingencies which 
may arise in the early part of its career. 

377. Mr. Sotheron.'] Do you contemplate that that fund should be contributed 
to by all the shareholders equally ? — No ; I merely say that the company, 
before it gets its certificate of complete registration, must furnish such a guarantee 
fund, 

378. Supposing that 10 persons, who are the managers of the company, con- 
tribute the sura, and put it in the Bank of England, who is to have the annual 
interest arising from that money ? — ^The company itself would get the interest, 
and the parties who had contributed it would be entitled to such interest as had 
been agreed upon to be paid to them ; the money would be a loan, or advance 
to the company by those directors, upon such terms as might be agreed upon, 

379. Therefore supposing that 3 per cent., for example, was agreed upon to 
be the interest, each man would receive from the company 3 per cent, upon the 
sum which he contributed ? — Yes. 

380. Chairman.'] Would you propose to make any provision for the repay* 
ment of the deposit, when the fund of the company had become such as to 
enable the company to form a guarantee of themselves f — Unquestionably. 1 
should make a provision for the periodical laying by of a reserve fund, by means 
of which this guarantee fund might be extinguished. 

381. Your only objects would be to secure the bond fide character of the par- 
ties who started the company, and to provide for the early liabilities of the 
company ? — Yes. 

382. is there any other point upon which you would suggest any improve- 
ments in the jiresent practice ? — ^There are several points upon which, with 
reference to companies generally, I should suggest improvements in the Act ; 
one which 1 tliink would be very desirable for preserving uniformity in the con- 
stitution of the companies, and also for diminishing the expense of their forma- 
tion, would be to throw all the provisions of a merely general character, which 
are usually inserted in the deeds by which companies are constituted, into an 
Act of Parliament, on the principle of the Companies Clauses Consolidation 
Act ; that the deed of settlement should merely contain the special conditions 
under which each particular company is formed ; but that all the general rules 
with regard to general meetings, the appointment of directors, rotation of re- 
tirement, and other matters of that kind, should be made matter of general 
legislation. 

383. Mr. J. A. Smith.'] And that they should be uniform ? — Of course they 
would be uniform if ihey were contained in one Act of Parliament. 

384. Chairman.'] Is not that the cage very much in the Joint Stock Bank 
Act? — Ther€ are a few clauses in the Joint Stock Bank Act of that character^ 
but not by any means to a suflScient extent; the principle is partially carried 
out in other Acts. 

385. Have you any other suggestion to make of a general nature for improve- 
ment? — With regard to the penalties provided for enforcing the provisions of 
the Act, as matters at present stand the best proof of their insufficiency is, that 
in point of fact I believe not a single penalty has yet been recovered under this 
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Ma &* Tkiylor. Act. In one or two cases attempts have been made by private parties to 
■ recover penalties, but I do not think that in any case they have been successful ; 

11 April 1853. there has never been any proceeding by the office itself. It appears to me, that 
the provision of penalties by an Act of Parliament, without adequate means of 
enforcing them, is of doubtful, or worse than doubtful utility. My suggestion 
would be, that it should be made imperative upon the registrar of joint stock 
companies to make a periodical report to the Board of Trade of all cases in 
which it had come to his knowledge that penalties had been incurred, and that 
the Board of Trade should have power to direct him, as part of his official duty, 
to take the necessary steps for recovering the penalties, or otherwise enforcing 
the things which have been omitted to be done ; that it should not be left to 
private prosecution, but should be made the duty of a public officer, so far as it 
is proper to continue the penalties of the Act. 

386. Would you suggest that in that case the power of prosecution should be 
confined to the Registration Office ? — I do not think it should ; because there 
are many cases in which the violation of the Act is a serious personal injury to 
individuals; and I would not deprive them of the right of prosecuting if they 
liked. 

387. Mr. Glj/n.] You stated that you wished to have a portion of the capital 
paid up before complete registration ; you did not state what proportion ? — In 
the case of a life insurance company, I do not think the sum paid up should be 
less than 10,000 /. The general recommendation that I should make, as appli- 
cable to all companies, would be one-tenth of the capital ; but to guard that 
from evasion, in the case of an insurance company I would require that every 
life assurance company should have a capital of not less than 100,000 /., and 
one-tenth paid up before registration. 

388. Mr. J. A, Smith.] I understood you to say that your guarantee fund is 
to bear no relation to the amount of business done, or to be done ? — I do not ^ee 
how it could in the case of a mutual insurance company. 

389. Might it not vary annually with reference lo the amount of business? — ^The 
object of the guarantee fund is confined to securing, at starting, a real bonAfidecora" 
pany, and also to enable the company to meet such liabilities that are likely to 
occur before there has been a sufficient accunmlation of premiums to enable it to 
meet them. I do not see how a variable guarantee fund could be worked. 

390. Mr. Forster.l In requiring a guarantee fund you think the important con- 
sideration is to have such a sum paid up as would prevent parties establishing 
companies on unsound principles? — Exactly. The principle of an insurance 
company being to begin by receiving considerable sums of money which are 
only to be repaid at a remote period, I conceive that the public are entitled to 
a guarantee of that kind before they are allowed to enter upon such a business. 

391 . Mr. Chambers.'] Does not your observation apply rather to the case of a 
company formed for granting life annuities, where a large sum is paid at once 
to a company to secure the payment of a small annual sum during the life of 
the party, than to the case of a life insurance company, where small annual 
sums are paid in order to secure the payment of a large sum on the death of 
the party ; or in other words, is there the same facility for committing profitable 
fraud, in the case of a life insurance company, which receives small sums to 
guarantee a future large one, as in the case of a company which receives a large 
present sum to guarantee future small annual payments r — It certainly appears 
to me that the facility for fraud is greater, in the case supposed, of a company 
which receives a large sum for the payment of small sums at a future period; 
but I do not think it can therefore be argued that there is no opportunity for 
fraud in the other case. 

392. That being so, I understood you to say, that after all the importance 
which you attribute to the payment of a sum of money by way of deposit, is 
rather as a security to the public for the bona fides of the parties who originate 
the undertaking, than as a fund to meet very early claims which may come upon 
the company ? — Both as a security for borui fidesy and as a fund to meet early 
claims. 

393- With regard to capital, do you, or do you not, think that the possession 
of capital by an insurance society is a mere burden to the society ? — My know- 
ledge on the subject is purely theoretical. I have conversed with many persons, 
and have read a good deal upon the subject, but 1 have no practical knowledge 
of the business of insurance companies, bo far as I understand the subject, I 
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am decidedly of opinion that in the usual sense of the word, capital is not neces- Mr. G^Tii^. 
sary for an insurance company. The accumulation of the premiums which they ^ _ , 

receive ought to be, and eventually will certainly be, on the supposition of ordinary ^ j^^^ ,3,0, 
success and good management, sufficient to pay all the policies of the company. 
Capital is only necessary, as I understand it, at that stage of the company's 
business when the premiums have not accumulated to such a sum as to enable 
them to meet some of the contingencies that may happen, and probably will 
happen. 

394. Taking a life assurance society ; is not a society formed for carrying on 
the trade of life insurance insolvent in that characttr, as soon as any- single 
claim is paid out of any other fund than the assurance premium fund ; for 
instance, if it is paid out of paid-up capital ? — I should hesitate to say so. If 
I rightly understand the question, it would come to this, that supposing a com- 
pany formed this year for the purpose of insurance, to have received 1,000/. in 
the shape of premiums, and that for this 1,000 /. they have contracted various 
liabilities in sums ranging, say from 600/. up to 6,000/. ; let us suppose, what is 
perfectly possible, that one of the 6,000/. liabilities has fallen in, and become 
payable during the first year, of course then the company would be required to 
have recourse to some other fund in order to meet that claim. But I should not 
say that that was an insolvent company. 

395. Taking the illustration you have given, can you feel the slightest 
difficulty in saying, that if the society had to make a payment out of a fund 
which was not the assurance fund, but a fund provided to meet emergencies, 
they would up to that time have carried on the trade of life assurance dis- 
advantapjeously ?— No; I doubt that. If you will allow me, 1 will explain the 
view which I take of this matter. I consider the principle upon which life 
insurance is conducted to be this : that a number of parties, among whom 
there is very great probability that there will be lives of very varyinfr duration, 
combine together, each one renouncing his chance of the possible benefit of a 
long life, for the purpose of assuring to himself the certain benefit of an average 
life. When the premiums are calculated for the purpose of securing this benefit, 
tho assumption is that, taking one with another, those parties will live for the 
average duration, and therefore the sum upon which the society count as enabling 
them to pay their policies is the accumulation resulting from the receipt of the 
premiums of all during the average period. No doubt, if there has been one 
neavy loss in the first year, they must have recourse to some other fund than their 
actual accumulations, in order to meet it, but it will be made good in the follow- 
ing years ; a single year is an insufficient period from which to form a judgment 
whether a company is conducting a business of this kind at a loss or not. 

396. A life assurance business is a business of this kind : certain annual pay- 
ments are arranged for the purpose of securing ultimate sums in reversion ; then 
if you can affirm with reference to any assurance society that the annual pay- 
ments made to it are more than covered by the claims made upon it, is not the 
business carried on upon an unsound principle ? — If that is the case during a 
series ofyears. 

397. Therefore if the sums paid to it are intended to cover the claims made 
upon it, can a capital be of any use whatever, except for these two purposes : 
first, at the commencement of the society to ensure the bonajides of those who 
originate it; and, secondly, to pay the early preliminary expenses, which are 
heavy, and which there is at first no fund to meet? -And also to pay such 
losses t)eyond the sums accumulated as may occur in the early period of the 
company's existence. 

398. Am I right in putting your answer in these words : that, strictly speak- 
ing, life assurance requires no capital ? — I think so. I do not think the business 
of life assurance requires capital. The profits of life assurance do not flow out 
of the employment of capital, as in other cases. 

399. Chairman.'] Do not you rather mean that, in the long run, a life 
assurance office, to be successful, must be supported entirely by the premiums 
which are paid altogether independently of any capital ; but ttiat capital may be 
required for the purpose of carrying on the business in order to secure the pay- 
ment year by year of those premiums, and to pay incidental losses ? — Yes. 1 am 
not aware of anything in that statement which I dissent from. 

400. In that respect capital is necessary ? — Capital is necessary in order to 
prevent the contingency of any particular policy not being paid in full at the time 
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Mr. G. Taylor, when it falls due, or of the party being obliged to wait until a sufiicient amount 

of profits have been accumulated to pay it, both of which would be inconvenient 

11 April 1853. at least. 

401 . Mr. Chambers J\ Are you aware that some of the most successful societies 
have commenced with no capital at all ; for instance, the Equitable ? — I believe it 
to be so. 

402. Still, as a matter of prudence, the other is the more desirable course ? — 
Yes. With regard to mutual insurance companies, I do not see how the com- 
pany is to be worked without a guarantee fund ; without such a fund there is 
necessarily an unfairness, 1 think, to those lives which fall in first; if you con- 
fine their claim to the funds which may chance to be in hand when the lives fall 
in, you are guilty, I think, of a breach of contract. 

403. Can you charge your memory distinctly with auy provision inserted in 
any deed of settlement of a mutual insurance society, confining the claimant 
under a policy to the fund which may be in hand at the time when the policy 
becomes a claim? — I believe there is such a provision in one deed ; I am aware 
of the statement which has been made upon that subject, and therefore before 
coming here, I, to satisfy myself, examined the deeds of all the mutual insurance 
companies which have been registered in the office, and I have not been able to 
discover such a clause, except in the case of one company, and then I think it 
must have passed by an oversight ; in some deeds no notice whatever is taken of 
the sul)ject; the provision in the majority of deeds is that it shall be the rule of 
the company that a stipulation shall be inserted in every policy issued, limiting 
the liability to the funds of the company. 

404. Are you of opinion that sucli a stipulation as that is inconsistent either 
with law or prudence ? — Something will depend u}>on what precise mean- 
ing is attached to *' the funds of the company." If by ** the funds of the com- 
pany," you mean simply the funds then in hand, then I think a limitation of the 
claim under the policy to them is not consistent with law or equity. 

405. Taking it to mean all the available assets of the company, present and 
pnjspective, subject to [)rior claims?— I should say that there is nothing incon- 
sistent with law or with equity in such a provision, but I could not say that it is 
not inconsistent with prudence ; I am not so clear as to that ; I do think that the 
suggestion of a guarantee fund is of the greatest advantage in order to obviate 
th<^ necessity of throwing any insured party upon the pros[)ective funds of the 
company; that is to say, of postponing his payment until future receipts come 
in. A guarantee fund is simply the borrowing of money by the company to 
enable it to pay at once a claim which it has come under an obligation to pay, 
but which otherwise it might not have the means of paying for a considerable 
time. 

406. You would enlarge the security of a person insured in a mutual insur- 
ance society by a guarantee capital ? — Yes. 

407. Would you suggest that in the deed of a mutual assurance company 
there should be a covenant for the unlimited liability of every partner to make 
good the claims upon the company ? — I should not think that would be a 
desirable way of arranging the matter ; although I agree that the principle of 

. the contract, where parties have adopted the principle of mutual assurance, is, 
that they shall guarantee to each other the amount assured. 

408. You think that the stipulation of mutuality contained in the contract 
does not imply unlimited liability; that mutuality merely implies that what 
one does the other does, and that it is not necessarily involved in the term 
** mutual assurance," that we should mutually assure to the whole extent of our 
private fortunes ? — No doubt the contract implied in mutual insurance may be 
modified by special stipulations ; but the essential principle of it appears to me 
to be that the parties guarantee to each other the payment of the sum in each 
policy ; in point of fact there is no risk in the matter, except that of being 
required to pay before the premiums have sufficiently accumulated. 

409. Should you think it desirable that a party insured in a mutual assur- 
ance office should have the unlimited liability of all the others for the payment 
of his policy when it became a claim ? — I should not wish that, if you gave me a 
guarantee fund. 

410. Do not you think it would be the most discouraging proposition that 
could be made to offer to any man the increased security which he would get 
for the payment of his policy by such an arrangement at the cost of that 
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increased liability that he would incur for his whole fortune ? — I have no doubt Mr. G. Taylor. 
that many persons would be very unwilling to accept a policy of insurance under 
the condition of becoming liable for the whole amount of the policies of others ; *^ "^ * ^^' 
and for that reason, in order to avoid that, I should certainly press my sug- 
gestion of a guarantee fund as the most convenient mode of securing the rights 
of parties whose lives may fall in early, and at the same time saving the neces- 
sity of having recourse to such a responsibility. 

411. Are you aware of instances having occurred in which claimants upon a 
mutual insurance office have failed to secure the payment of their claims? — I 
think there have been instances, in the case of one or two undoubtedly fraudulent 
companies. 

41 2. Have there been any instances since the passing of the Joint Stock Com- 
panies' Act ? — Yes. 

413. Can you favour the Committee with any of the names and circum- 
stances ? — Having used the words " undoubtedly fraudulent,'* I feel a little 
difficulty in mentioning the names. 

414. Are they still in existence? — No. 

415. Were they insurance companies? — Yes. 

416. Are you aware whether one of them was an office called the Sea Fire 
and Life Office ? — ^That was one. 

417. Do you know whether that office did any life assurance business at all ? 
— I do not. 

418. You do not know that its business was limited to the other departments 
of marine and fire insurance ? — I am not acquainted with its history. 

419. Chairman.'] Did it profess to do the other business? — It professed to do 
all three branches. I was asked whether I thought there was anything contrary 
either to law or to prudence in a special stipulation limiting the liability under 
a policy. I wish to take the opportunity of saying that, with regard to a pro- 
prietary company particularly, I have a very strong opinion that the making 
such stipulations, until the Legislature thinks proper to adopt the principle of 
limited liability on grounds of general policy, should be declared illegal ; in 
short, that limited liability should not be a privilege which might be secured 
to a company by its own act, but that it must be expressly given by an Act of 
the Legislature. 

420. Would not a clause in a deed establishing a proprietary company, 
limiting the liability of the company, be struck out as illegal ? — It would be 
struck out ; hut even if it were left in, 1 do not think it would be of much value. 

42 1 . In the case of a proprietary company, the proprietors are one party, and 
the policy holder is another ; but in the case of a mutual assurance company 
all the parties mutually assure each other ? — Yes. 

422. Do you think that the rule of law, or of equity, or of prudence, which 
applies in the one case is utterly inapplicable in the other? — No; I think that a 
special provision limiting the liability in a mutual insurance company is incon- 
sistent with the fundamental principle of mutual insurance. 

423. You think that the very term ''mutual assurance" implies a mutual 
unlimited guarantee? — A mutual guarantee of the amount in each policy held. 

424. Are you aware that practically there are not in existence more than one 
or two societies with unlimited liability ? — I believe so. 

425. Are not the old companies all incorporated on the principle of unlimited 
liability ? — I do not doubt that all the incorporated companies have a limited 
liability ; but I believe that all, even those which are not incorporated on the 
principle oF limited liability, have secured limited liability by a special stipula- 
tion, which has been held to be effectual. 

4:26. Mr. BallJ] The principle which you advocate is, that life assurance com- 
panies should be recognised by law only on the terms of their giving an absolute 
guarantee to the persons who assure their lives for the amount of the policies ? — 
Yes. 

427. That is the principle upon which you object to allowing persons fully 
aware of what they are about from making a mutual agreement or contract by 
which they insure a certain sum to each other, that sum being secured only on 
the present or future premiums ? — I have already stated that I conceive that any 
special provision declaring an extended liability, that is to say, an unlimited 
liability for the full amount of the policies, in the case of a mutual insurance 
company, would have the effect of preventing such a company from doing business. 
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Mr. G. Twflor. At the same time, I hold that such a liability partakes of the essence of the con- 
• tract in a mutual insurance company ; but, as a better and more convenient 

1 1 April 1853. ^ay of getting at it, I propose a guarantee fund, which is only, in fact, the com- 
pany itself raising the necessary means in order to meet the liabilities to the 
parties, until the accumulations have been sufficient for the purpose. Of course 
I assume that in the progress of time the accumulations will be sufficient. 

428. You recommended that the sum to be fixed by law as the guarantee fund 
should be 10,000 /. in the case of life insurance companies. Then you do not pro- 
pose that the law should secure an absolute guarantee, extending over the whole 
of the property of the parties, but merely that it should secure a guarantee for a 
certain fixed amount, which may fall short considerably of the demands upcm 
the funds of the company ? — Still I think it would practically be sufiicient. It 
may fall short, but if that sum is thought too small, of course a larger sum may 
be suggested. 

429. That guarantee fund is merely to provide for a contingency which, as 
far as you aware, has never yet occurred ? — I do not know of any instance of any 
registered company in which it has occurred. 

430. Does it appear to you that, supposing the practice of life insurance here- 
after should extend amongst the humbler classes in the country, they ought to be 
prevented by law, or, which comes to the same thing, by the great expense of 
obtaining a special Act of Parliament, from making a mutual contract upon the 
basis which appears to be now tolerated by law, of relying exclusively upon the 
payments, either actual or future, of premiums by assurers ? — ^I think it very 
desirable that you should enable them to do so, provided you furnish an equiva- 
lent for the security which they would have by the liability of the parties them- 
selves. If I have appeared not to have guarded my statement in that way, I have 
been misunderstood. The fundamental principle of mutual insurance is a 
guarantee by all the parties ; and the form in which I think that principle is most 
conveniently worked out is by the provision of a guarantee fund until the pre- 
miums have accumulated so as to amount themselves to a guarantee fund. 

43 1 . Is not your recommendation applicable only to the practice of insurance 
amongst the wealthier classes, and to cases where companies are protected by 
capitalists ; would it not, practically, altogether prevent the rise or spread of 
mutual assurance companies amongst the humbler classes ? — I have not con- 
sidered the question with that view. I might answer the question, but I could 
only give a hasty and ill-considered answer. 

432. Mr. Chambers.^ Several suggestions have been made with respect to 
the form of the annual balance-sheets ; do you think that the value of the annual 
balance-sheet of a society would be increased, if to the statement for that year 
were appended the annual statements of the four or five previous years, so that 
they should appear in several columns, the last column representing the year in 
which the return was made ; so giving at one glance a view of the progress which 
the society has made in its business ? — That is to say, that each annual account 
should repeat the accounts of the three or four previous years ; there could be 
no possible objection to that. 

433. Do not you think that that would, at all events, increase the value of the 
annual balance-sheets ? — I think it might, as showing at one view the relative 
position of the company at the present and former times. 

434. The statement of a single year's account would be merely a statement of 
the receipts and expenditure for that individual year, and would not show the 
relation which those receipts and payments bore to the amount of receipts and 
payments in former years ; but does not the relation which the receipts and 
payments of one year bear to the receipts and payments of former years consti- 
tute the whole value of an annual statement, when it is looked at as furnishing 
information with reference to the financial position of an insurance company? — 
I am not prepared to say whether it constitutes the whole value, but it certainly 
forms a very important element in the value of the account. 

435. You are inclined to think that a statement, even of the receipts and 
payments of one year, is of some value ? — Decidedly, as showing the progress of 
the company. 

436. In speaking of the number of oflices completely registered, I understood 
you to say that, with regard to provisional registration, you thought that no 
notice should be taken of that ? — Not exactly that. I said that I did not think 
provisional registration was a matter to which much importance should be 

attached ; 



Digitized by 



Google 



SELECT COMMITTEE ON ASSURANCE ASSOCIATIONS. 39 

attached ; that the fact of provisional registration in anv case was not one from Mr. Q. Tador. 
which inferences of much weight could be drawn. ■ ■ 1 

437. Are you not aware, with regard to provisionar registration, that often n April 1853. 
the same project or speculation, assumes two or three, or more different names, 

under each of which it is provisionally registered at different times, and that 
therefore every entry in your book of provisional registration does not, neces- 
sarily, ultimately represent one company ? — Certainly, that is the case. 

438. Supposing 99 out of every 100 assurance societies which are provision- 
ally registered to fail, do the public suffer at all any loss whatever from that ? — 
Supposing them never to have come the length of complete registration, the 
public ought not to suffer. I believe it is the fact, however, that many com- 
panies have illegally commenced business before being completely registered. 

439. Are you aware of any instance in which an insurance company has 
issued policies before it has been completely registered? — 1 have been shown 
advertisements and prospectuses of companies announcing that they were con- 
ducting business, and issuing policies, when I knew unquestionably of my own 
knowledge that they were not completely registered. 

440. They are qualified to issue a prospectus after provisional registration, are 
they not?— They are qualified to issue a prospectus relative to the formation of 
the company, but not to state that they are doing business. 

441. Then when you state that you know an instance of a company not com- 
pletely registered issuing policies, do you mean merely that you saw a pro- 
spectus, stating that the company were in a condition to do business ?~-From the 
nature of my office I frequently see parties who come to make representations 
as to what is doinu in connexion with joint stock companies; sometimes to make 
a complaint, sometimes to ask advice. What I mean is, that there is a decided 
impression upon my mind, so that I am able to state it as a thing which 1 believe 
to be a fact, that I have frequently been credibly informed that companies which 
have only been provisionally registered, have actually been conducting business 
as insurance companies. 

442. Has that happened in several instances ? — In more cases than one. 

443. With regard to those instances, are you aware whether or not the policy 
holders were defrauded in any way ? — I cannot tell the subsequent history of 
their proceedings. 

444. Do you know any example of a claimant on a policy failing to obtain 
the amount assured from any society provisionally registered ? — I do not. 

44.V You say that 135 insurance companies have been completely registered 
from the passing of the Act up to 1852, and that out of those 83 are now in 
existence ; can you state what has become of the others ? — Nineteen are dis- 
solved. 

446. Have you an official notification of that fact? — We have either had 
an official notihcation, or we have had such evidence that it was unquestionable : 
we send twice in every year a circular to every company, calling upon them to 
make certain returns ; m the case of some companies the circulars sent have 
been returned by the Post-office, with the remark, " Gone away ; left no 
address ;'' \^hen that has happened once or twice, we think ourselves warranted 
in assuming that the company is no longer in existence. 

447. Has that ever happened, within your knowledge, with reference to an 
assurance association ? — I think so. 

448. Are you prepared to charge your memory sud&ciently to say, that with 
reference to any assurance society completely registered under tnis Act, you 
have ever had your circulars returned because the offices of the society could not 
be found? — I can almost with perfect confidence say. Yes. This statement 
which I hold in my hand was prepared since the last meeting of the Committee, 
and in going over the books, when I took down the number of companies dis- 
solved, I have a very strong recollection that in some of the cases I call the 
company " dissolved, because I saw that the circulars had been returned in that 
manner. 

449. Can you add to the return which you are going to make the number of 
instances in which you are able to speak pretty confidently to that fact from the 
information in your office ? - 1 will do so. 

450. What is the form of notification of dissolution ; is it connected with any 
expense to the companies? — There is no form prescribed in the Act ; the Act is 
silent upon the subject of dissolution ; we usually require that in the case of a 
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Mr. G. Taylor, company being formally dissolved by resolutions of a general meeting, a copy 
- . of the resolutions shall be registered, and that the final balance-sheet shall also 

11 April 1853. jjg registered before the company is considered at an end ; but we have no autho- 
rity to enforce it. 

451. If a society expires it ceases to be subject to the Registration Act, just 
as if a person expires he ceases to be subject to the general laws of the land ? — 
According to the terms of the Act, the company continues incorporated till it is 
dissolved, and its affairs wound up. 

452. Have you any knowledge what has become of the companies which are 
said to be dissolved ; can you. state how many of them have amalgamated with 
other companies ? — A few have ; one company dissolved itself because it had 
made an unsuccessful attempt to change its name. That was the case in which 
it was decided by the Court that a company could not change its name ; and it 
then dissolved, w ith the view of forming itself anew under another name. 

453. Have you any knowledge of new companies having been purchased by 
the old companies before the Registration Act ? — No, I have no knowledge upon 
that subject. 

454. Do you know of a single life insurance company which has ceased to 
exist, because it was not able to meet its claims ? — There is one life insurance 
company which has been, and is now undergoing the process of winding up in 
the Court of Chancery ; I have been informed by its solicitor that it ig 
winding up. 

455. Is that the only example that you can name? — It is the only company- 
that I can venture to name at present. 

456. Do you think that the Joint-stock Registration Act requires amendment 
in reference to assurance societies, and that if amended, the amendments should 
bear especial reference to assurance societies ? — I think so. 

457. From your experience, are you prepared to say that any frauds have been 
perpetrated upon the public in connexion with assurance societies, which call 
loudly for the amendment of the Joint-stock Registration Act with reference to 
them ; do you know of any frauds perpetrated upon the public with reference to 
assurance societies? — I know of cases in which I have very little doubt that 
there have been frauds committed in connexion with assurance companies, 

458. In what form have those frauds been committed? — The company, in the 
first place, was formed of parties who had no right to become members of such 
an undertaking ; persons whose responsibility for the sums set against their names 
was merely nugatory, and it resulted in the parties who had become insured 
receiving no payment. But those matters do not come specially before me. 

459. If the Joint-stock Registration Act is to be amended with reference to 
assurance associations, are you of opinion that the provisions of the Act should 
be applied to all assurance associations^ ancient or modern?— I think it would 
be very desirable that all assurance companies should be included within the 
Act. 

460. Mr. J. A. Smth.'] In the event of the issue of a policy previously to 
complete registration, does that aflcct'the legal remedy of the insured r — I think 
it does. I do not think that a policy issued before complete registration gives a 
good claim against any others than the parties who sign the policy. 

461. Mr. Chambers.] Take the case of parties not completely registered. 
Mould the claim of a party, whom they employed, to remuneration under their 
contract with him, depend upon the society being completely registered? — 
Not at all. 

462. So, with reference to the contract of insurance, would the existence of a 
remedy upon that depend upon the complete registration of the company, or 
would the form of the remedy only depend upon that ? — Not the form of the 
remedy only, but the persons against whom the remedy is to be had. I think 
a policy of insurance granted before complete registration, could only be made 
effectual against the parties who sign the policy. 

463. Chairman.'] In fact they can only act as individuals till they are regis- 
tered, till the company exists? — Yes; they have no power to bind the company. 

464. Mr. J. A. Smith.] Am I to infer from your recent answers, that you 
would suggest a different form, or different provisions in the Registration Act, 
with reference to assurance societies, from what you would recommend for other 
companies ? — I think I should suggest some special provisions in reference to 
assurance societies. 

465. You 
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465. Yoa do not mean to have two Acts of Parliament r — It does not appear Mr. G. Tai/ldt^ 
to me that thai is necessary. ■ 

466. Mr, Cowan.'] Do you conceive, then, that there is danger to the security ^^ ^?"^ ^^W^ 
of the public from other companies as well as life insurance companies not 

having some guarantee fund provided and paid up ?— I do not think there is the 
same danger. I think other companies are more like private commercial part- 
nerships ; and contracts entered into with them are, generally speaking, of more 
limited duration ; transactions for the purchase of articles, and dealings of that 
kind ; persons who deal with such companies, are not specially interested in their 
stability. 

467. With regard to life insurance companies^ and marine insurance compa- 
nies, conducted as they may be upon the principle of mutual insurance, do you 
conceive that there is the same, or anything like the same, necessity for having 
a paid-up capital ? — I think it is desirable in every case that there should be 
such a capital paid up; it is no hardship in any case, and it is desirable, I think, 
in every case. I decidedly think that a certain amount of paid-up capital is 
particularly desirable in the case of an insurance company, on account of the 
peculiar nature of its business. 

468. Are you of opinion that, supposing the law had been in accordance with 
the views you have now indicated, requiring 10,000/. to be paid up before the 
complete registration of an insurance company, the number of life insurance 
companies established since the passing of the Act would have been very mate- 
rially diminished ? — ^Whether materially or not I cannot say ; I think they would 
have been diminished ; I think companies have been formed which would not 
have been formed if 10,000 /. had been required to be provided before they got 
complete registration. 

4bQ. Mr. J. A. Smith.] Are you aware that a very large amount of marine 
insurance is done in London by companies which have their head-quarters out 
of England, and therefore do not come under the Registration Act at all? — I 
am not aware of the fact. 

470. You have no suggestion to make with reference to them ? — No. 

471. Chaiiman.'] Is there not a very striking distinction between societies for 
life insurance and other insurance societies in the fact, that the risks incurred for 
the premiums given in the case of marine insurances and fire insurances are 
limited to a very short period, and therefore the result is capable of being 
known in a very short time ; whereas the risks involved in life insurances have a 
very long and indefinite period to run, therefore involving risks of a totally 
different character from those which other companies involve? — There is a very 
decided distinction indeed in that respect ; one which I have felt so much that 
I have taken the liberty to recommend in another quarter that one particular class 
of insurance companies, viz., those marine insurance companies which are very 
eommon in the North of England, where the contract is entered into simply for 
a year, should in any future Act be relieved from the necessity of being regis- 
tered at all, the requirement being very burdensome to them without being of 
any corresponding benefit ; indeed, there being no necessity for it. I refer to 
those clubs where shipowners mutually insure their ships and cargoes without 
making any payment by way of premium, but simply upon an agreement to 
contribute in specified proportions to such losses as may occur. 

472. Mr. Forskr.'] You have stated that you are aware that some old esta- 
blished life insurance companies commenced without a guaranteed capital ; but 
are you aware that those companies were established long before the practice of 
getting up life insurance companies upon speculation came into fashion ? — Yes, 
I believe so. 

473. And you consider that the requirement of a guaranteed capital has 
become necessary, in consequence of this system? — One of the necessities 
which I stated of course arises from the peculiar temptation which exists to esta- 
blish insurance companies which are not really trustworthy ; the business is so 
easy to enter into, that there is a temptation to untrustworthy persons to attempt 
to do it; but the other ground of necessity for establishing a guarantee fund, 
viz., that of providing for possible Ifabilities which may occur during the early 
period of the company, must always exist. Of course there are special cases 
in which a company may, by exceedingly good luck, escape those liabilities, 
and it may go on without ever requiring to touch its guarantee fund. That is 
conceivable ; I am not prepared to say that it has not happened. 
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Mr. & ray/or. 47^. Mr. Chambers.^ Are you prepared to say that any single instance has 
fallen within your own knowledge, in which a payment has been made upon a 

11 April 1853. claim under a policy which has come out of the guarantee fund? — I think it 
could be shown in some of the accounts which have been printed, that there 
have been payments for losses, which could not have been made otherwise than 
out of the guarantee fund. 

475. Do you mean that the payments for losses on the annual statements 
made by the society appeared to be greater than the whole amount of premiums 
received ? — ^The payments for losses and on other accounts. 

476. Can you lay your iinger upon a single instance that has occurred with 
reference to any registered assurance company, where the losses in any one year 
have exceeded the amount of premiums received in that year ? — I cannot. 

477. Mr. Forster.'] You have stated that 19 companies have been dissolved ; 
the circumstances of their dissolution I presume do not come before you ? — We 
cannot require them to come before us. Sometimes the resolutions of the meet- 
ing which has agreed to dissolve the company are registered with us. We try 
to get them when we can ; but we cannot compel the parties to register them. 

478. You were asked whether you were aware of any insurance company 
having failed to fulfil its engagements to the parties assured. Have you any 
doubt that several out of those 19 companies have been dissolved for the purpose 
of avoiding eventual bankruptcy ? — Without pretending to be certain upon the 
subject, but forming tJie best judgment that I can from all the elements before 
me, lam of opinion that the majority of those 19 companies never were trust- 
worthy. 

479. That, in fact, they had been founded on fraudulent or unsound prin- 
ciples ? — Either on fraudulent or unsound principles. 

480. Does it not follow, that if they had continued recklessly to go on without 
dissolving or parting with their business, losses would have be^i sustained by 
the public? — I should say that it is a matter of absolute certainty that an in- 
surance company founded on unsound principles must occasion losses at some 
time or other to the public. 

481. Mr. Chambers.'] Supposing those 19 societies had been founded on 
unsound or fraudulent principles, and supposing the public had therefore refused 
to purchase life assurance policies of them, would not the societies have expired 
from inanition without the public being losers ? — If no person took a policy 
from them, of course they would expire from inanition. 

482. Can you state, with regard to any one of those 19, that they did issue 
policies to any one ? — I cannot speak to the internal history of the companies. 

483. Then your former answer was given upon a hypothetical case, and of 
course yo« would not wisli any inference to be drawn from a hypothetical 
answer, which may turn out to be groundless in point of fact ? — 1 should be 
sorry that my answer upon a hypothetical case should be taken as a categorical 
answer ; bat I have no hesitation in repeating what I said with reference to 
those dissolved companies, that, taking their character, and looking at the 
sources of information which I have had, [ have a belief, approaching very 
nearly to cisrtainiy, tliat the impression upon my mind that the large majority 
of those 19 companies never were trustworthy is strictly well founded. 

484. But the question is whether the public have suffered by the non-payment 
of the policy-holders in connexion with tliose companies ? — I understand that 
there have been cases in which they have su£fered ; but upon that point I do 
not give my answer with tlie same certainty. 

485. Chairman.] Have you any doubt that those companieB did a great deal 
of business in one way or other? — It is my decided belief that they did. 

486. With regard to the questions which have been put to you with respect 
to losses sustained by individuals upon policies, you have no special know- 
ledge upon that matter? — Not only so, but being placed where I am, 1 am pro- 
bably likely to be less informed than many others. People would naturally 
conceal facts from the Registration Office* 

487. Are the Committee to understand tliat the answers which you have 
given with regard to the non-existence of fraudulent transactions, or disappoint-' 
ment in the payment of policies, have any weight attached to them from your 
official position ? — Not at all. 

488. You are simply in the position of a person who may or may not hear 
the rumour of a loss ; but the loss may, nevertheless, exist without your hearing 

of 



Digitized by 



Google 



SELECT COMMITTEE ON ASSURANCE ASSOCIATIONS. 43 

of it ; you have no official means of knowing the description of the transactions Mr. G. Tay^. 

of those societies r — No ; it by no means follows from my ignorance of such ■ 

cases that losses hare not been incurred ; very far from it. ^' -'^P'*^ *®53- 

489. Mr. Forsier,\ Have you observed that some companies which have been 
set up have been promoted and got up by parties who have established more 
companies than one ? — Certainly there have been cases of that kind. There are 
persons whom I know by head-mark as a sort of traders in the formation of 
insurance companies, or companies of a particular kind. 

490. Mr. Chambers.'] You say that your position as Assistant Registrar fur- 
nishes you with no facilities for acquiring better information upon this subject 
than the public have ; and that, indeed, to some extent, it is a disadvantageous 
position in that respect ; does that remark aj^ly to the Registrar himself as well 
as to you ? — I presume so ; I know of no means that the Registrar has of know- 
ing these things which I have not. 

491. Chairman.'] Nevertheless he may have information upon the subject 
which you have not ? — Of course he may have. 

492. Mr. Chambers.] With regard to the 19 offices which you say have been 
dissolved^ are you sure that they are all Ufe insurances offices ?— 'No ; they are 
insurance offices of all kinds. 

493. How many were life insurance offices ? — I cannot state that ; I will 
ascertain it There are insurance companies oi various kinds registered, of 
which I shall furnish a list. 



Mr. Wilson. 
Mr. Sotheron. 
Mr. Cowan. 
Mr. Glyn. 
Mr. John Ball. 



LwM, IH"" die ApriUs, 1853. 



MBMBER8 PRBSENT. 

Mr. Fresbfield. 
Mr. Danby Sevmour. 
Mr. Thomas CThambers. 
Mr. J. A. Smith. 



HENRY THOMAS SUTTON SOTHERON, Esq., iic the Chair. 



John lidd Prattj Esq., called in ; and Examined. 

494. Chairman.] WILL you he so good as to tell us what your office is? — J.TiddPratt^Esq 
My office is Registrar of Friendly Societies in England. 

495. What is the largest amount of assurance which by law can now be made 18 April 1853. 
under the Friendly Society Act? — Bythe 13 & 14 Vict. c. 115, s» 2, no society can 

now be established which assures a sum exceeding 100 L at death, or an annuity 
exceeding 30 Z. per annum, or a sum in sickness exceeding 20^. per week. 

496. Before that Act passed^ what was the amount of assurance payable upon 
death which could be made under the previous Friendly Societies Act? — All the 
Friendly Societies Acts were consolidated in 1829 by the 10 Geo. 4, c. 56. 
Under that Act there was no limit whatever as to the amount, and all policies 
under that Act were exempt from stamp duty, and the societies had the power 
of investing their funds with the National Debt Commissioners. But by the 
3 & 4 Vict. c. 73, the exemption from stamp duty, as well as the power to invest 
with the National l>ebt Commissioners, was taken away from any society which 
assured to any individual a sum exceeding 200^.; and subsequently, bythe 
Joint Stock Companies Act in 1844 (7 & 8 Vict, c- 110, s. 2), the provisions of 
that Act were to apply to all friendly societies which insured for a sum exceed- 
ing 200 Z. ; so that virtually from the year 1844 the limit was 200 Z. up to 1850, 
when the Act of Victoria limited it to 100/. 

497. Therefore, between the year 1844 and the year 1850 assurances might 
be effected in friendly societies to the extent of 200 /., and all offices which granted 
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J. Tidd Pratt, Esq. assuraiices above 200/. were required to be registered under the Joint Stock 

Companies Act? — All offices which were established after 1844 were obliged to 

i8 April 1853. be 60 registered; but those societies which had been enrolled previously to the 

f)assing of the Joint Stock Companies Act were still at liberty to assure to a 
arger amount than 200/., provided they paid their stamp duty, and did not 
invest any subsequent amount with the National Debt Commissioners. 

498. Do you consider friendly societies which make an assurance for a sum 
payable upon death to be in the nature of assurance associations ? — No doubt 
of it 

499. But under a particular law, in consideration of their being applicable to 
the poorer classes of societies? — Yes. 

500. Do not you consider friendly societies to be in fact assurance associations 
intended for the benefit of those who are not wealthy enough to assure for them^ 
selves in the larger companies ?— Certainly. 

501. Are you aware whether any societies established under the Friendly 
Societies Act have granted assurances to a higher amount than 200/.? — No 
doubt ; several societies have. 

502. What is the provision of the Joint Stock Companies Act with regard to 
the amount of assurance ?— The second section of 7 & 9 Vict. c. 110, enacts that 
it shall apply to every joint company, &c., except banking companies, schools, 
apd scientific and literary institutions, and also friendly societies, loan societies, 
and benefit building societies respectively, duly certified and enrolled under the 
statutes in force respecting such societies, other than such friendly societies as 
grant assurances on lives to the extent hereinafter specified, that is, exceeding ' 
200/. 

503. Certain friendly societies, having been established under the Friendly 
Societies Act, have granted assurances to a greater amount than 200/.? — Yes. 

504. Before what date were those societies established ? — Those societies were 
established under the 10th of Geo. 4, c. 56. 

505. Since what period has it been impossible for any newly established 
friendly society to grant any such assurance? — Since 1844, unless they were 
registered under the Joint Stock Companies Act. 

506. Do you know whether any friendly societies have also been enrolled 
under the Joint Stock Companies Act ? — ^There have been a few societies which 
have been so enYolled ; they insure to the amount allowed under the Friendly 
Societies Act ; and I believe that they carry on their operations beyond that 
amount under the Joint Stock Companies Act. 

507. Do you know whether any such friendly societies have, in fact, two 
departments carrying on business, the one under the Friendly Societies Act 
and the other under the Joint Stock Companies Act ? — Yes, there are some few; 
three or four. 

508. Mr. Freshfield.] In speaking of the sum beyond which friendly societies 
cannot insure, you confine it to insurance upon death ; but there may be conse- 
quential insurances much beyond 200/. ; as for instance, the insurance of a 
reversion of 105. a week after a certain period; the value of that would much 
exceed 200/. ? — If it is an annuity, it must not exceed 30/. a year, whether it is 
a present annuity or a reversionary annuity. 

509. Mr. Ball.'] With respect to friendly societies which act in that capacity 
under the Friendly Societies Act, and also as assurance ofiices registered under 
the joint Stock Companies Act, do they draw upon the same fiAids for those two 
classes of business, or are the funds kept distinct ? — I cannot state what the fact 
is in that respect. They send the rules to me, which 1 certif}'' with regard 
to their operations under the Friendly Societies Act. With respect to the joint 
stock companies' deed, which is enrolled and registered under the Joint Stock 
Companies Act, I never see it, and know nothing about its contents. 

510. As far as they apply themselves to life insurance, in what way do you 
distinguish friendly societies from mutual assurance associations? — In no way 
whatever, except as to the amount which they can insure. 

' 511. There is no other distinction ?^ — No other distinclion. 

.512. Do you officially receive information as to the mode in which the busi- 
ness of friendly societies is conducted ? — No, except what I collect from the 
returns sent to me. 

513. Of 
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513. Of the management of their business? — So far as relates to receipts and /. TtddPrattj Esq. 

expenditure. The last Act of Parliament requires a schedule to be sent round 

to every friendly society. When I certify their rules, I enclose a copy of the ^^ April 1853. 
schedule to be filled up, which the officers are bound by the Act to return to me, 

showing where their funds are situated, what amount of sickness they have had, 
what the amount of their subscriptions has been, and what they have paid for 
sickness, and for deaths with other particulars ; in fact, a balance-sheet. 

514. Are separate accounts kept by those societies of the business with refe- 
rence to life assurance, and of the payments made to members for sickness ? — 
There are rules providing that each account shall be kept separate. 

515. Therefore you have an opportunity of ascertaining the way in which they 
conduct their business as far as relates to life insurance ? — Only as I have before 
stated. 

5 1 6. Have you received any information as to the failure of such societies to 
discharge the obligations which they had incurred ? — Yes, but not officially ; 
the time at which they generally fail is from about 16 to 20 years after they have 
been first established- It is only since the year 1850 that the Act of Parliament 
has authorised me to require those returns ; therefore the official information 
which I have upon that head can be of very little value. 

517. During the period which you have stated, how many friendly societies 
have failed to fulfil their obligation ? — I cannot answer this question, as I have 
no correct information. No doubt, during the last 25 years, a very large 
number have been broken up. 

51 8. But you have trustworthy information respecting the friendly societies ? 
— I have ; and alihough it is not compulsory upon societies to give me this 
information, I generally insert in the rules that if the society is dissolved, or if 
they remove their place of meeting, they shall give me notice. I insert this 
rule in order to get information upon the subject. 

519. Does there appear to you anything unsound in the way in which they 
conduct their assurance business? — In the case of a very large majority of them, 
their tables are never certified by an actuary, and therefore there are no data 
upon which they go, in my opinion, to insure their solvency. 

520. Do the tables used by them come under your inspection? — No. 
Under the last Act of Parliament there is a distinction made between what 
is called a certified society and a registered society. A registered society does 
not require the certificate of any actuary. A certified society requires the cer- 
tificate of an actuary. A certified society is entitled to invest its money with 
the National Debt Commissioners at a certain amount of interest, and in the 
case of the death of a party insured for an amount under 50/. there is no occasion 
to take out letters of administration ; so that if a society is not a certified society, 
they are not obliged to go to an actuary. 1 should say, that since the passing 
of this Act of Parliament, out of perhaps between two and three thousand societies 
which I have certified, there are not twenty that have had their tables certified 
by an actuary. 

521. And therefore there are not twenty which enjoy the privileges or which 
oflPer the security that a certified society does ? — No. 

522. Are you of opinion that any legislation is needed upon that subject, in 
order to require that friendly societies, which disdiarge the business of lite insu- 
rance, should be certified by an actuary r— I think that there has always been, 
ever since I have had any knowledge of these societies, which is now more than 
25 years, the greatest difficulty in compelling them to have their rules certified 
by an actuary; and one great difficulty which arises on this point is, that in 
order to have their tables correct, the tables should be formed, either according 
to the age, or in quinquennial periods ; but more than one-half of the ordinary 
benefit societies have adopted the plan of admitting members from the age of 18 
to 45 ; they like to have, and they will have, one single payment for all between 
those ages ; they do not understand one man paying so much a year, according 
to the a^e at which he insures, and another man paying so much a year, and 
they will not do it. Under the late Act there was a power given when I received 
certain returns of the rate of sickness and mortality, that I should apply to the 
Treasury to have those returns properly investigated, in order that tables may 
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J. Tidd Ttaiu be formed for the benefit of the members of friendly societies. I think the 

; perfect returns I have received comprised 300,000 individuals, during five years ; 

18 April 1853 , so that they will show the rate of mortality and sickness of nearly a million and 
a half of persons; I accordingly applied to the Government last November or 
December. The work has been placed under the hands of Mr. Finlaison, the 
Government actuary, and at this moment I should think there are from 18 to 20 
persons under him employed in tabulating those returns. It is supposed that in 
the course of three months they will be ready. My opinion is, that they sliould 
be printed and circulated all over the kingdom, which will be the best way to 
lead societies to adopt tables, because they will be able to obtain them without 
any expense, and have greater confidence in adopting tables founded on these 
returns. 

523. Is it your opinion that the results of the new tables which are now in 
the course of construction will be very much superior for the purposes of the 
class of persons we have now under consideration than the old life tables, as a 
basis for the calculation of life insurance? — I can liardly give an opinion as to 
the basis of calculations for the upper classes for which the large insurance 
societies are formed ; but the class of persons for whom friendly societies are 
formed would, I think, have a great deal more confidence in tables which were 
prepared in that way than they would from tables obtained from other sources. 

524. Your statement with reference to the tables now in course of construction, 
includes both tables for sickness and tables for mortality?— Certainly. 

525. To which of those two tables as existing at present does the answer you 
have given apply, or does it apply to both ? — It applies principally to sickness, 
because the sums which generally those parties insure for death are so very 
small ; generally not more than 5 /. or 10 /. 

526. But as far as those returns which you have received convey information 
as to the rate of mortality of that class of members of the friendly societies, will 
not they afford a more certain basis for calculations of life assurance for that 
class than the ordinary life tables which have been in use by the higher class of 
life insurance societies ? — I think they are far better returns as aflFecting that class 
than ever we have had before. 

527. Are you of opinion that the reluctance shown by the managers of friendly 
societies to become certified societies under the Act, arises from an apprehension 
that it would introduce complication into their accounts ; or does it arise from 
any trouble and expense attending the process of obtaining a certificate ? — I 
think both ; the expense in the first instance ; and in the next instance, they 
object to the tables being formed, except by taking an average and having a 
uniform rate, or by divisions of ten or five years. 

528. Although as respects individual members a uniform payment may be a 
very unjust mode of obtaining life insurance, yet, as far as the solvency of the 
society is concerned, may not an average payment be fixed upon by them which 
may be sufficient to guarantee the ultimate solvency of the society ? — Yes. 

529. In point of fact, have you reason to believe that, generally speaking, the 
average payment which is fixed is sufficient to secure the ultimate solvency of 
the society ? — I am not competent to give an opinion upon that point ; that is 
rather a matter for an actuary to speak to. I can only say that many actuaries 
have certified tables at one rate of payment, from the age of 18 to the age 
of 46. 

530. There is no doubt that some rate may be fixed that would secure the 
solvency of the society ; can you tell the Committee whether you think that the 
rates fixed are sufficient to prevent those societies hereafter becoming insolvent t 
—I do not know what they may become hereafter ; I am sure th*at there are a 
great many public-house benefit societies adopting rates now which are not at all 
equal to what they ought to be. 

531. Mr. Fresh field.'] You are aware that the question, whether the premiums 
paid by the lower class of persons are sufficient or not, must depend in a great 
measure upon the means of investment of those sums to meet the claims upon the 
society ? — Yes. 

532. Have not many friendly societies experienced considerable difficulty in 
acting upon their old tables after the Government altered the rate of interest ? 

— A great 
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~A great many. The greatest diflSculty I have had is in answering questions j.Tidd Pratt, Eiq. 

upon that point, as to which course the society should pursue. 

533. Is it within your experience that many of those societies must, in the '* ^P"^ ^^53- 
course of time, have failed, but for the amount of honorary contributions which 

they have received? — Certainly. 

534. You may make any tables sufficient if you can get honorary coniribu- 
tions to a sufficient amount ? — Exactly ; any tables will do then. 

535. CTiainnanJ] Will you be so good as to tell us in a few words, what is 
the difference between certified and registered societies as to the privileges 
which they respectively enjoy under the last Act, A certified society is a society 
the tables and rules of which have been certified by an actuary? — Yes. 

536. A registered society is a society of which the rules and tables have 
been drawn up by some person not being an actuary? — Not certified by an 
actuary. 

537. What are the advantages and privileges which the Act grants to a cer- 
tified society above those of a registered society ? — The two privileges are, first, 
that the certified societies may invest their funds with the National Debt Com- 
missioners, and receive interest at the rate of 3/. 0^. 10^?. per cent, per annum, and 
the other privilege is that the payment of sums not exceeding 60/., when the 
members die intestate, may be made to their next of kin without taking out 
letters of administration. 

538. Is there any privilege granted to the one society rather than the other 
with respect to stamps ? — No. 

539. The remission of stamps is common to both ? — Yes. 

.540. Is there any difference between the two with regard to the payment of 
moneys owing to the society by the executor of a person who dies indebted to the 
society ? — There is no diflPerence as to that. 

541. Such sums are equally payable to both? — Yes. 

542. Is there any difference between the two with regard to the mode of invest- 
ment other than the National Debt Commissioners ? — No ; the provisions for 
investment contained in the 12th section apply equally to all societies. 

543- Is there any difference with regard to the mode of settling disputes? — 
None. 

544. Is there any difference with regard to the mode of appointing trustees or 
carrying on the business ? — Not any. 

545. Then I understand you to say that the two privileges granted to certified 
societies above registered societies are these, that a certified society has the power 
of investing with the National Debt Commissioners at 3/. Os. lOd. per cent, per 
annum, and it has also the power of paying money under 60/. to the next of kin 
without letters of administration when the party dies intestate ? — Yes. 

546. Under the Act of the 10th of Geo. 4, there was no such distinction 
between registered and certified societies ? — No. 

547. All societies enrolled under that Act were equally admitted to all the 
privileges of the Act ?— Certainly, 

548. Were any privileges besides those now granted to certified societies 
granted by that former Act of the 10 Geo. 4, to enrolled societies? — No, with 
the exception that, under the 10 Geo. 4, they might have insured to any amount ; 
they are now limited. 

.549. Was there not originally a privilege granted with regard to nomineeship ? 
—Not by the 10 Geo. 4 ; that was by the 4 & 5 Will. 4, c. 40. 

550. What is the privilege of nomineeship? — The 4 & 5 Will. 4, s. 2, autho- 
rised societies to be formed for the mutual relief and maintenance of the members, 
their wives, children, relations, or nominees, in sickness, infancy, &c. ; and then 
the 9 & 10 Vict. c. 27, authorised societies to be formed for the lawful insurance 
of money to be paid on the death of the members to their husbands, wives, or 
children, kindred, or nominees. 

551. In fact, do you not know that this power of nomineeship, as it is called, 
is very highly valued ? — Decidedly. 
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J. TUld Prati, Esq. 552. Have you not heard that there has been some complaint against societies 

— formed as friendly societies, and possessing the privileges which you have now 

18 April 1853. luentioned, when in truth they have become practically insurance offices for large 
transactions ? — Yes ; it is evident from the Report of the last Committee on the 
Friendly Societies Act. 

553. Confining yourself now to those societies which have been formed under 
the Friendly Societies Act, and which have subsequently been registered under 
the Joint Stock Companies Act, for a separate department, and which without 
being so registered could not have carried on transactions above the limits of the 
Friendly Societies Act, do not those societies possess beyond all assurance 
offices the privileges which you have now mentioned ? — Yes, no doubt of it. 

554. Is not that an advantage as to which it is a matter of complaint that it 
should be granted to one set of offices and not granted to other, which in truth 
stand nearly upon the same footing? — It is a complaint made; but I do not 
think they exactly stand in the same position, because an office that has not that 
privilege, like one established by charter or Act of Parliament, has the power of 
investing their funds in any way they think fit. Now, under the Friendly 
Societies Act, certain restrictions are placed upon the investment of the funds, 
which, I think, operate very much against those societies against which com- 
plaints have been made. 

555. Are the Committee to understand you to mean, that there is something 
to be said on the other side ; that although there are certain privileges granted 
there are also certain restrictions imposed upon those societies? — ^Yes. 

556. And that therefore if you were to draw the balance, you are not prepared 
to say that there is any ground of complaint ? — There certainly is some ; but I 
think the restrictions should be removed. 

5.57. .Confining yourself to the matter of fact with reference to the complaint, 
do not you know that there are certain societies carrying on business to the 
extent of an assurance office, but which yet practically are formed under the 
Friendly Societies Act and are therefore in an anomalous position ? — No doubt of 
it, there are. 

558. Are you able to offer to the Committee any opinion as to the best mode 
of dealing with those societies. Should you recommend that they should be all 
registered under the Joint Stock Companies Act ? — I am not at all prepared to^ 
say anything more than the evidence which I gave last Session upon that 
point. 

559. You gave evidence before a Committee last year upon this point in 
detail r — Yes. 

560. Have you changed your opinion at all in the course of 12 months with 
reference to the points which you then suggested ? — No, I have not. I have 
lately looked over my evidence, and I see no occasion to alter it. 

561. In case assurance offices were required to make a different kind of return 
every year of their transactions, with a view to make their balance-sheets more 
clear and intelligible, and more capable of being rightly appreciated by the 
public, do not you think that it would also be most desirable to improve, as far 
as you could, the returns called for from friendly societies ? — I think the present 
Act is sufficient, as far as regards friendly societies, because it gives me virtually 
power to call for any returns connected with the subjects, or the items mentioned 
in the schedule; therefore I think that, as far as friendly societies are concerned, 
we have ample means of obtaining any information that is wanted. 
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LufUB, 26* die AprUis, 1853. 



MEMBEBS PBESENT. 



Mr. Wilson. 
Mr. Glyn. 
Mr. Chambers. 
Mr. John Ball. 
Mr. Cowan. 



Mr. Hamilton. 
Mr. <Teach, 
Mr. Mullings. 
Mr. Freshfield. 
Mr. Danby Seymour. 



JAMES WILSON, Esq., in the Chair. 



John Finlaison, Esq., called in ; and Examined. 

562. Chairman.] WILL you inform the Committee what official position you j.Finlaiion^'Etq, 

have held under the Government ? — 1 was for about 30 years Actuary to the 

Commissioners of the National Debt, and in the course of that time I have also «5 April 1853. 
had some experience in the affairs of life insurance offices. 

563. Will you state what experience you have had with reference to life 
insurance offices ? — J can state to the Committee that I have had experience in 
the case of five or six companies whose affairs I have investigated, and I am 
completely master of their method of doing business ; three at least of those 
companies were of the very highest order. I have also, by the wish of the late 
king, given counsel in the formation and conduct of an insurance office, the 
object of which was, to enable officers in the army and navy to insure their 
lives against tropical risks at known and definite rates; I computed tables from 
very extensive data, showing the proper rates of premium for Europeans serving 
in the Tropics ; and I think those tables of mine are the first of the kind that 
ever were computed ; that was» about 17 years ago. Since that time I have been 
so far connected with that office, as to be their adviser; being myself at the 
time a public officer, I could not have been connected with any lite insurance 
office except at the request of the king. 

564. You have had considerable experience as to the mode in which insurance 
offices have conducted their business, and as to the general state of the question 
of life insurance?— There can be no doubt that having been engaged in those 
studies for more than 40 years, I have as much experience as most people of the 
nature of life insurance; perhaps not of the mere official details, such as book 
keeping, and things of that sort, but certainly on all the essential parts of life 
insurance I ought to be well informed. 

565. Will you state to the Committee what your views are as to the general 
constitution of an insurance office, in order that it should be placed upon a basis 
as satisfactory and secure to the public as possible? — 1 apprehend that the matter 
is very simple^ No great capital is necessary to set agoing a life insurance office, 
if honestly conducted, and if the expense of management is prudently kept 
down ; because every premium of insurance for the whole life comprehends not 
merely the risk of the life at the commencement of the insurance, but also 
a portion of capital sufficient to lay up a stock to meet the claim ultimately. 
But this obviously relates to a capital to be created from the premium, and 
which is to be devoted to meet the claim of life insurance. The funds for the 
management of an office is a capital of another kind, which, in my opinion, 
ought to be created by funds advanced, either by the proprietors, or borrowed 
on the faith that they cai; be returned at some future day ; for it is plain 
that the management of a life insurance office upon an extensive scale, 
nhich entails at the present day an immense amount of adverti^ement, cannot 
be conducted very cheaply ; and the funds necessary for that purpose cannot 
come out of the premiums, wh.ch are calculated to meet the claim upon the 
policy. 

5t)6. But ought not the premiums which are so charged to provide not only 
for the risks of the office, but also for the expense of conducting it? No, nut 
in the first instance ; chey would in the course of tiuie; but in the first insstance 
there is a necessity for some other capital existing somewhere, because not only 
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J.FmkuumfEsq, is the expense of management heavy upon a young office, but there is or ought 

to be, some safeguard against a sort of oscillation, what is vulgarly called ill- 

35 April 1853. luck, at first going off; there may be a run of ill-fortune against the office at 
first, or there may not be ; but time would cure inequalities ot that kind in an 
extensive business. 

567. The object for which you contemplate a necessity for having capital 
would be to bear the expenditure of the office in the first instance, while it is 
young, and to meet accidental losses which the premiums, though computed 
upon a perfectly sound principle with reference to a lengthened period and 
average years, might not enable the office to meet in the early periods of its 
existence? — Precisely so; namely, a fund drawn, from some quarter or another, 
that should be sufficient to guard against oscillations in the fii*st going off, and 
for the expense of management, until that surplus fund which is comprehended 
in the ordinary premium shall have attained that magnitude which shall enable 
it to do without any such temporary surplus fund. 

568. Then with regard to the actual money condition of a young office, as 
shown by its balance-sheet at any particular period, you are of opinion that if it 
had been unfortunate in its early days, that would prove nothing as to its 
ultimate prospects? — Certainly not. No balance-sheet that I am capable of 
comprehending could be available for the purpose of showing the actual con- 
dition of an office in the same manner as such a thing would be in the case of a 
baaking house. 

569. You have stated that the principle of insurance is perfectly simple. Is it 
BOt a very simple matter, provided it be done with a sufficient amount of skill, and 
a sufficient amount of honesty, to determine at any one particular time what the 
peal condition of an assurance office is as to its prospective solvency ? — I beg to 
say that I know of no branch of mixed mathematics more simple than the question 
of life insurance. It is extremely simple ; there is no difficulty whatever in 
determining the actual condition of an office at any given time, if provision is 
made beforehand for a valuation. 

570. You are of opinion that a valuation of its risks, and a valuation of the 
premiums which it is to receive before the risks can fall in, are matters capable 
of easy and simple calculation ? — They are. 

571. And upon rules which are generally admitted and well understood by 
men of science ? — I think so. 

572. But with regard to the assets of the company, that is not aa equally 
simple matter ? — Certainly not. It may be convenient to the CoHimitiee that 
I should state yery briefly what the nature of this valuation is. Every man of 
business- knows that a policy of insurance faUing' dtK at 1^ terminatLon of a life, 
or at some given^ period, has what is called a present value, that is, a sum of 
money, subject tO'the risk of the life which would ultimately amount, at the 
rate of interest given, to the intended claim. Now that rate of interest is 
one o£ tke elements of this computatiou. At any future period, such as, for 
ejRMni^le, at the end of seveu years, a life that has been previously insured 
will have attained an advanced age. At that advanced age the premium which 
the party is paying will insure a certain amount of money in pari of the 
sum origiBally contemplateck, because the life annuity payable, which is called 
the premium, is an equivalent for so much of the present value of the benefit 
that is forthcoming. Then thei-e is a portion of the amount insured that the 
premium at the advanced age will not insure, which has to be got out of capital 
at a rate of interest involved in the premium, and in the present value. That 
portion which is so deficient is expected to be met by the funds which the com- 
pany possesses for the time being. If by the investment of their funds (assum- 
ing that such funds exist) they can maJce the rate of interest that has .been 
contemplated in the premium, there is not a doubt but that the office is solvent 
and able to meet its engagements ; but it depends upon wliether tlie rate of 
interest contemplated in the premium shall be realised, and, in the case of loans 
on private Siecurity, upon whether the debt is a good debt. If the security upon 
which the money is invested is inadequate, that will afiect tlie condition of the 
company. There are many things upon which it depends. But the calculation 
itself is simple enough. 

573. Are the Committee to understand that your meaning is, that in valuing 
the assets of insurance companies at any particular time you necessarily find 
that in proportion to the age of the person insured, or to the duration of 
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the period for whichj he has continued his insurance, the premium that he is J. Frn/emow, Etq. 
paying is adequate to the risk of the life computed from that mament ? — Cer- — — _ 
tainly. The premium payable is at all times the equivalent of a given proper- H April 1853. 
lion of the sum insured. 

574. Ana that therefore there ought to be in the possession of the company a 
capital fund representing the premiums which he has already paid, so as to make 
it equal to the risk at the time ? — ^Just so. 

575. Therefore the premium which he is in future to fmy^ plus what he may 
have paid in premiums previously, should always be equivalent to the risk 
which the office has at that moment, however old the person may be ? — It has 
no refei^ence to the amount of the premiums which the party may have paid at 
all, but it has reference to the single value of his policy at the age to which he 
has attained. The premiums which he may have paid have partly gone to cover 
his own risk, and partly to pay for the claims of others. But the capital that 
ought to be in hand in the office is such a sum as would make up the difference 
between the value of the premium which he has still to pay and that of the sum 
originally promised him, or which is secured to him by bonuses, or in any other 
way. It would have no reference to the premiums he had hitherto paid, 
because the office may be in a very flourishing condition from another cause, 
as well as from the receipt of his premiums. It may have employed its funds 
at a higher rate of interest than was contemplated in the premium. The ques- 
tion is not at all with respect to what the individual ha^ paid, but with respect 
to bis condition at the time when the valuation is made, or the sum of money 
that would justly buy him out at that moment, namely, the present value 
of bis expectation ; a part of that sum which would buy him out he is a debtor 
for in the shape of annual premium, and the other part ought to be held in 
reserve in the office. 

576. What I understand you to mean is this, that an insurance office, in order 
to be in a state of perfiect solvency, ought at any moment to be able to pay the 
present value of every person insured, and to go on with new insurances ? — Yes ; 
that is to say, tbe present value p^ the premiums which are in erpecttttion, 
which are still owing to tbe office. 

577. That would be the foundation of any calculation which yeu would mafce 
at any time when you valued tbe condition of an inmranoe office r — In substanoe 
any Taluatioo mmst resolve itself into th«t, in some form or another. 

578. Insuraiioe oflSces are fmpxea^w in the habit of bviyittg up their riMts, if 
they are offered to them ? — Yes, I believ<e every good ©fice is qaile Kady to 
redeem its ewa poiKcies. 

579. And it is a perfectly safe tfaing for ti>e dftce to redeem a riA at any 
moBient, at tbe value of that r»k at tbe time ? — Certainly ; but they i>ev^ give 
Ae fail valoe, aod for this reasoa, that tbey oanaider that a person retiring from 
tiskeir coBDexioii is like a partner ^pntttwg a concern, aend that he should not 
tfdce the last penny of tbe value, because bis co-partners are still incurring a 
risk from which be k exem^pAed, and «herdbi« they make a large deduction. 

560. Upon the question of aooouols, could you suggest to tbe Committee any 
iana of account, or any principle iipon which an account could be constructed, 
which coakl froin time to time present to tbe public or to the sharehi^lders of 
an insurance office a fair and systenatic atatement of the condition of the office ? 
— In the first place, I do not believe that it is in the power of any man to 
construct sucb an account as would be effectual for that purpose ; but, secondly, 
supposing that an account in the natare of a balance sheet could be prepared, I 
do not think that it would be expedient to do so, because it would lay m^ 
offices under a very grievous disadvantage ; they begin as small offices, but they 
may, as every otber office has done, grow up into great ones. Now, to disclose 
tbe amount of business tbat they are^ing in their infancy would be a grievous 
disadvantage to them, seeing that it is certain to be published by other offices, 
their rivals in business; it is sure to be made known in some torm or other; 
and 1 may further observe that a new office is under this further disadvantage, 
that if they do not keep advertisings they will be thought defunct, and given 
out so ; that I know of my own knowledge. 

581. Kew offices are necessarily at great expense for the time being ?— They 
are under great disadvantage ; and it would be a very crying hardship upon 
them if they were obliged to expose tbe amount of their busmess ior tbe tirst 
fewyeam. 
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J. Fudaism. Esq. 582. The question had reference rather to the possibility of constructing such 

an account, than to the policy of doing so ? — I do not know of any means by 

^5 April 1^53. which such a thing could be done without a visitorial system of examination, 
which would be somewhat expensive, and as to the principles of which there 
would be a great difference of opinion. I may be an actuary, and make a 
valuation of the affairs of an office, and I may adopt a particular rate of interest 
which I think probable to be realised. It is a matter of conjecture whether it 
will be realised or not. And, moreover, I may adopt a certain law of mortality, 
which is another element, and an important one in the question. I may think, 
according to my judgment, that the element of mortality is so-and-a»; but 
another actuary may think quite the contrary; and he may choose a very 
different rate, not only of interest, but also of mortality. There are possibly, 
or there may be, as many opinions upon that subject, of course, as there are 
actuaries, and all varying according to their degrees of experience and learning. 

583. Then am I to understand you to say that, although it is the simplest of 
all tilings to determine from time to time what is the exact condition of an 
insurance office, yet it is a matter of impossibility to state it upon paper? — It is 
a matterof impossibility, unless it was stated by one actuary, and that all actu- 
aries should concur, both in the element of mortality and in the element of the 
expected rate of interest. 

584. I can understand that actuaries may differ very much as to the tables of 
mortailty which they jnay use, founded upon their opinion of the duration of 
human life, and as to the probable rate of interest of money in coming times ; 
but supposing you had both those elements defined, and that you were to act 
upon a certain table of mortality, and a certain rate of interest, would there be 
any difficulty ? — None whatever ; because if the rate of interest and the law of 
mortality are given, the rest is a question merely of arithmetic. 

585. The great difficulty that you apprehend is on account of the different 
opinions which different actuaries may have with reference to those essential 
elements in the question ? — Certainly ; if those elements are given, the condition 
of the office in respect to its liability, is merely a matter of arithmetic. Then 
comes the question as to how the funds of the office are situated. They may be 
in the public funds. The method recommended by me, and acted upon in the 
<»8e of some great offices, was to treat the matter in this way : I assume that the 
balance of the capital which is against the company, and which it ought to 

Eossess, is laid down arithmetically in the manner which I have stated. That 
alance, and the interest of it being found at the rate given, which is the basis 
of the valuation, I would subtract the dividend on the stock possessed by the 
<;ompany from the interest of the capital which is the balance against them. 
There remains then a quantity which must be met by other means ; those means 
I held to be money at mortgage, railway debentures, and private securities. As 
c much as is lent in that form, I consider capital created, capital actually existing. 

Exchequer bills I also hold to be in the same condition as capital. Now, the 
public funds I consider as dividend and not capital, because it is uncertain for 
how much capital the dividends may eventually sell ; but as to that portion 
which is really capital, a question then arises as to the nature of the securities. 
If a great deal of money is lent upon securities which are inadequate, the office 
is proportionably in danger. Now, all those considerations are exclusive of the 
arithmetical operation to which I have just referred. 

586. Then if I rightly understand you there are three elements in the calcu- 
lation. The first is the element of risk, which must depend upon the computa- 
tion of life ; the next is the element of interest, which defines the supposed 
annual income from premiums in hand ; and the third is, the character of the 
assets in which the capital of the company is invested ? — Certainly. 

587. With regard to the first two of those, supposing that you have determined 
your table of mortality and your rate of interest, there is no further difficulty 
whatever ; it is simply an arithmetical calculation ? — Precisely, and of a very 
simple kind. 

588. But so far as regards the third element, you are not so sure ? — Then it 
becomes a totally different question. With regard to the validity of money lent 
on private security, or on mortgages, it is a question that more properly con- 
cerns a professional man, such as an ordinary solicitor. With regard to money 
in the funds, I have stated that that does not represent capital, but is only a 
set-off against the interest of the balance standing j^ainst the company, 
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589. May it not be taken as capital, inasmuch as at all times it is convertible /. Finiai$on, £»q. 
into capital ? — But no one knows into bow much. — 

590. Might it not fairly be computed at the price of the funds from time to ^5 April 1853. 
time, and might not a computation be based upon that ? — The price, that is, the 

value, of a perpetual annuity in the funds at this day when the valuation is made, 
may not be the price that that annuity will bear when the claim is payable, but 
the interest of the amount held by the company in the public funds is a certain 
set-off against the intei'est of the balance which stands against the company. 

591. Mr. Gltfn.'] You deal with it as annuity, but not as capital ? — Precisely ; 
not what at least I consider to be capital, excluding always Exchequer bills, 
which are really capital. 

592. Chairman.'] You include in capital everything that professes to be pay- 
able at a fixed amount within any moderate period ? — Yes. 

593. You do not regard the public funds as such because you cannot demand 
the capital at any fixed time ? — You never can be certain what it will be, but you 
have a certain annuity, and that is a set-off from the interest of the balance 
against the office. 

594. Is there not another important element with regard to the success of 
insurance offices, viz. the rate of interest which they can obtain upon the money 
which they receive as premiums, and upon their accumulations ? — I have no 
knowledge personally of the system of money lending, but it is said that they do 
lend money at high interest ; I have heard so, and I have read it in books. ' 

595- F^r example, in calculating the premiums of an insurance company would 
it not be an essential element in that calculation to consider the rate at which 
interest is anticipated to be received upon the accumulations of premiums before 
the risks fall due ? — That is one important element. 

596. In proportion as the interest is high, the premiums may be low. or the 
profits will be great? — The rate of interest within any probable dimensions would 
scarcely much affect premiums. 

507. Supposing there were a rule that insurance offices siiould be restricted in 
their investments to use nothing but public securities, either Exchequer bills, or 
Exchequer bonds, or Consols, where the rate of interest could not be calculated 
at more than perhaps three per cent., would not that make a material difference 
in the rates at which they would be able to insure lives?— Certainly, I think it 
would diminish the business of life insurance offices so materially that there would 
be very few remaining. But with respect to the rate of interest to be realised in 
the public funds over a long period of time which must fall into the views of an 
office when they effect insurances, I hold myself (but other people disagree 
with me) that the average rate of interest will be 3 J per cent, for the next 40 
years. That is, of course, entirely matter of conjecture. The grounds of conjec- 
ture must more or less depend upon the experience and knowledge of the person 
who guesses, but it is my own individual opinion that the rate of interest will be 
3 i per cent, for the next 40 years. 

598. You have no faith in the views commonly entertained of a great probable 
reduction in the rate of interest? — Not the slightest. 

599. You say that if the rate of interest which insurance offices could obtain 
upon their capital and upon their accumulations from time to time were con- 
fined to such a rate as they could get in the public securities, a great number of 
the insurance offices would cease to exist. But would it not be altogether a 
^juestion of premium? — I do not see that, because it would be as much as to 
desire them to shut up their offices; they must make their premiums so high 
that nobody would come to them. 

600. You think that, practically, they receive by their investments a much 
higher rate of interest tlian that upon the public debt, and that their existence is 
dependent upon that higher rate of interest ? — There is no doubt that they do 
make a higher interest if their concerns are prudently managed ; in fact, the 
advice I gave to some companies, who are willing sometimes to accept my advice, 
and sometimes not, was to sell out all their money in the funds, and invest it 
in other securities. 

601. What species of securities would you suggest for the purpose ? — Railway 
debentures in preference, for the same reason that I should prefer Exchequer 
bills, in order that at a moment so extraordinary as that in which we now 

^xist they may be depended upon as being capital. 

602. Being fixed capital, and not subject to fluctuation ? — ^Yes. 
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J. Fitilaison, Esq, 603, Would it not be very detrimental to the interests of an insurance office 
— to be getting only one and a half per cent, upon Exchequer bills, instead of three 
•25 April 1853. per cent, upon Consols ? — No, because I should hold them only tor a short time. 

604. Then when you give that opinion, you speak of Exchequer bills only as 
at the present moment, as an exceptional case ? — Precisely so. But I am only 
an actuary, and not a statesman, and in a matter of finaoieial speculation I am 
afraid I shall be out of my depth ; I am of opinion, however, that it mudt influence 
the advice that an actuary gives to his company. 

605. Is it not the case with an insurance company, as in other things, that the 
rate of interest which an insurance company can obtain upon its investments 
must depend upon the comparative security of the different investments which 
the office makes ? — Very greatly, it does so ; but they will many of them run con- 
siderable risks of bad payment, in order to get a high rate of interest ; and I beg 
to observe, as a fundamental principle in this matter, that interest, not capital, 
is the agent of increase, and that no nominal capital is of any avail; it is the 
interest derived from it that is the agent of increase, and when interest above 
the rate contemplated in the calculation is realised, the surplus of interest so 
obtained is converted into cai)ital, and is of course invested with capital, as 
occasions arise ; and the safety of an insurance office no doubt, in a great mea- 
sure, depends upon the validity of the securities which it has taken. 

606. 1 here are two points in the principles of insurance offices to which 
I wish to call your attention ; first, there is its success in point of profits, and, 
secondly, there is its security in respect of the ultimate payment of the liabilities 
which it incurs. Are not those two elements almost at variance with each 
other; because in proportion as you increase your profits, you necessarily 
diminish the certainty of ultimate solvency ? — I do not see that this is a neces- 
sary consequence. 

607. Is it not a principle of general application with reference to these invest- 
ments, that just in proportion to the security of the investment the rate of interest 
is low, and in proportion to the insecurity of the investment, a higher rale of 
interest can be obtained ? — No question ; but yet insecurity is relative, it is not 
absolute ; it lias many shades. 

608. Then when you reject the public funds as a mode of investoient, what 
other description of investment do yon >uggest, as the best that can be employed 
for these purposes ? — That is rather a questienfoir a Iwwycr tliaa feran aet»ary .; 
I should prefer mottgages, I should prefsr the debentures of railw^mys, and any- 
thing sooner than resorting to foreign funds. 

609. Because in foreign funds tiiere are gTeater risks of ftuctuaticras? — fo 
these there are risks of fjuite another kind. 

610. Political risks .^ — Politiciil risks; I am alluding ait tins moioent to the 
Dutch funds ; but the risks there are not risks depending upon the doubtfut 
character of the people, who never made any defalcation, nor ever will, if thejr 
can help it, but upon events over which they have no control. 

611. Which may alter the value of the capital invested ? — Yes ; for instance, 
their 2 | per cents, at this moment are at 66. 

612. Then in making a valuation of the condition of an insurance office, one 
of the most essential elements would be the character of the securities which 
represented the accumulated capital ? — ^There can be tto doubt of it 

613. And therefore no account would be worth anything ^s showing the 
actual condition of an insurance company, unless it were accompanied by a valua- 
tion of those assets r — Certainly not, and that makes the difficulty of any account 
almost insuperable. 

614. A great deal would depend also upon the care with which lives had been 
taken ? — Yes, a great deal. 

615. That is an element in the calculation which an actuary going to examine 
the condition of an office would not be able to determine? — Not if he came in 
as a visitor. But tlie actuary of the office ought to have a voice in it ; an actuarj'- 
is not well used by his company unless he has a voice potential in the acceptance 
of lives. 

616. If an actuary were called in at any particular moment, and shown a list 
of the persons of different ages upon whose liveo policies had been effected, 
would it not be impossible for him to calculate the element of risk, which 
depended upon the discretion with which those lives had been taken ? — There is 
this much to be said on that head, that when he is shown a list of lives that have 
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been for a considerable time under insurance, he takes it for granted that the J^Finloisouy Ksq. 

bad ones, if there were such, are gone off, and that those that remain are iu'the 

fair ordinary condition in which human Hves are generally. 25 April 1853. 

617. But supposing there has been a great accumulatiou of new business? — 
No doubt there is danger in the first years of an o ;^ce that bad lives will get in ; 
and that danger is so much increased in Ireland, that the most prudent English 
offices decline to insure them at all, because in the courts in Ireland no proof is 
required that the proprietor of a policy had any interest in the life; and I have 
seen myself, in a Limerick newspaper, ^ix policies advertised for sale, where a 
lamentable account was given of the condition of the respective lives; it was 
stated that they were expected every day to die, in order to enhance the value 
of the policies. It is one of the great evils of that country, which prevents the 
accumulation of capital there (and I am glad, with the permission of the Com- 
mittee, to have this opportunity of stating it), ihat the courts in Ireland do 
not require any proof that the party insuring a life has any interest in the life; 
hence the danger of personation, and of bad lives being accepted. When the 
life proposed for examination is not actually one in whose existence the person 
proposing to insure is really interested, the danger of concealed disease is very 
great ; so much so, that I would conscientiously advise any office with which I 
might be connected to abstain from insuring in Ireland altogether until the law 
is altered ; at least the administration of the law, for it is the administration of 
the law, I suppose; I imagine that the law itself is the same as in England. 

618. If I understand you rightly, you are of opinion that so much depends 
upon the discretion and good management of the office, apart from anything 
that can be shown in black and white upon paper, that you would not be dis- 
posed to place much confidence in any check that could be obtained by accounts? 
— I would place none at at all in any system of accounts that could be shown to 
me, for the reason which I have stated, that it is very uncertain upon what data 
they have been constructed. But there is another reason. If I were to look at it as 
a statesman (which I am not), I should say that great injury would be done to the 
country in not encouraging life assurance to tlie utmost extent. The young 
ofl&ces possess that activity, that thousands and thousands are brought to insure 
their lives by the agency of young offices who otherwise never would have heard 
of life assurance at all, and never would have come at all. 

619* Through the influence of competition ? — Yes. I think the activity of 
new offices has this* beneficial effect upon the country, that it induces a va^t 
number to insure their liv€S who never before made any such provision for their 
families. And therefore, anything that would be discouraging to new offices I 
should hold to be detrimental in a public point ot view. 

620. But, on the other hand, would it not be a very serious thing, as affecting 
the success- of those offices and their utility to the public, if any well -grounded 
apprehension were to creep into the public mind of the ultimate insecurity of 
the principles upon which they were conducted? — I do not tliink, from my own 
experience, that there has been hitherto any danger. If there is anything that 
I should regard as a mutter of pride in my country, it would be that for a hun- 
dred years and more life insurance has gone on in this country, and no instance, 
except one, has ever been shown of any fraud in the concoction and conduct of 
these offices. It is a subject for congratulation. But in addition to that, I may 
say that in my own experience I have investigated to the foundation three great 
offices and two or three lesser ones, and I never found one that was insolvent, 
nor that there was any danger of its being insolvent. It was my bounden duty 
to have pointed it out to the directors, who employed me to investigate them, if 
it had been so ; but I never saw any reason to doubt the integrity of their actu- 
aries, or to doubt the prudence, or at least the good intention, with which they 
have managed their affairs. 

621. If such a fact as that which you have now stated could be communi- 
cated to the public with reference to the great majority of the offices, aud not 
merely with reference to the two or three which you have investigated, do not 
you think that it would be much to the advantage of the insurance offices them- 
selves, and especially lo the advantage of the community, by encouraging this 
species of providence in using insurance offices to a greater extent than they now 
are used ? — I never heard that.their solvency was in the least degree doubted 
till very lately. I never believed that it was possible to get up in England a 
respectable Board of Directors who would not at least be actuated by good 
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J. Finlaison, Esq. intentions. And where their business has been unsuccessful, I have seen many^ 
— instances in which they immediately transferred their business to another office, 
25 April 1853. and wound up their affairs; but I never saw any instance in which there was^ 
meditated fraud. 

622. Except the one to which you* have alluded r — ^Except that one ; and that 
was not, properly speaking, a life insurance office, but an office to sell annuities. 

623. You say you never knew an instance of meditated fraud ; but may there 
not be a great number of causes for the want of success of an office other than 
fraud ? — Certainly ; there may be ill success ; for instance, a great oscillation of 
losses. 

624. Would it not be a very great advantage if with regard to offices gene- 
rally the same confidence could be felt in the public mind, that you yourself 
feel in those which you have investigated? — I do not believe that there is any 
want of confidence in them. I never heard of any till very lately, and I never 
saw any grounds for any. 

625. But still you are clearly of opinion that confidence is a most essential 
element in "^'e insurance, and that in proportion to the confidence in the public 
mind, persons will avail themselves of that means of investing their savings for 
the benefit of their families? — There is no question that confidence in the secu- 
rity and validity of the companies, is the very es!?ence of life insurance. 

626. And if there is any want of confidence, it is of the utmost importance to- 
the interest of the offices themselves, as well as of the public, that means should 
be taken to restore that confidence, and to maintain it from time to time ? — 
Decidedly so. 

627. If you had so great facility in satisfying your own mind as to the con- 
dition of the offices whose circumstances you have investigated, would there be 
any difficulty to prevent you, or any other person sufficiently well versed in these 
matters, from obtaining equal satisFaciion with regard to all the life insurance 
offices? — ^No difficulty at all, certainly, upon a satisfactory investigation; but it 
would be extremely detrimental to young offices to publish the amount of their 
business before they have had time to avail themselves of the agencies which 
they have set on foot. 

028. There are two different dangers to which I wish to draw your attention. 
In the first place, there is the danger of contemplated fraud, which you think,, 
happily, exists to a very small degree indeed. And then there is the danger of 
neglect or general bad management. Now in furnishing the accounts, which, 
as you are aware, the Legislature at the present moment require from certain 
offices which have been established since a certain period, two evils may exist ;. 
first, there may be intentional misrepresentation, and secondly, there may 
be a form of account, which, although it speaks the truth, does not accu- 
rately exhibit the real state of the office : but supposing the intentions of 
the direction and of the managers of an office could be perfectly relied upon, 
do you think that there is any form in which a general statement of the result 
uf an investigation might be given which would not be injurious to young 
offices by exhibiting the details of their business, but should merely give the 
result, based upon the examination of actuaries confidentially employed for the 
purpose r — If the question relates to a system of secret investigation, there is no 
doubt that such a system might, at some considerable expense, be maintained, and 
that it would be effectual in compelling offices to wind up their affairs when 
there was a doubt of their solvency, I do not myself believe that, in the accounts 
which are required under the recent Act of Parliament, any intentional fraud 
has been committed ; but a great deal of error may unintentionally have crept 
into the accounts, because tijey are framed by different men under different 
conceptions of what is wanted ; and, in short, they do not answer the purpose ^ 
but 1 never can believe, for I never saw any reason to think so, that any actuary 
would prepare such accounts intentionally to mislead ; but that he might take 
erroneous views is very possible, and that an office might be mismanaged is 
extremely possible. 

629. You speak of the expense of such an investigation ; is it not the case that 
every office, for the satisfaction of its own proprietors, does make such an inves- 
tigation, either annually or at very short periods ? — I am not aware of that fetct. 

630. Would it not be only ordinary prudence to do so? — Clearly; from the 
largest office in England to the smallest benefit club there is no certainty what- 
ever in relying upon any tables without periodical valuations. 

631. Periodical 
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631. Periodical valuations you hold to be an essential duty upon the part of J. fV«iaw(w, Esq- 

such an office ? — An absolute sine qua non, because the various events which may — — 

occur in what I have called by the general name of oscillations, or good fortune, »5 April 1853^ 
or ill fortune, are such as to prevent any account of that nature being satisfac- 
tory. 

632. Then if such an investigation ought to take place, even for other pur- 
poses, surely it would not add very materially to the expense of an office, if this 
investigation were conducted upon some generally approved principle, such as the 
statement being signed by a certain portion of the directors, who should therefore 
be held responsible for the accuracy of the arithmetical statement at all events, 
and also such as the actuary of the office, being assisted by any other independent 
actuary, whom the office might think proper to employ for the purpose ; could 
that additional expense be thought too great in order to obtain so great an end ? 
— A system of confidential investigation need not be very expensive. With 
regard to any statement signed by the directors, I would numbly beg leave to 
assure the Committee, that with great respect for them, the directors are abso- 
lutely and totally ignorant, 99 times in 100, and therefore they would sign 
the statement in tine good faith, without knowing anything about it. The 
statement, after all, must be made by the actuary ; it cannot be a satisfactory 
statement to the directors themselves unless a confidential investigation takes 
place. There is no question that the directors have just cause, from their long 
experience of their actuary, to rely upon his statement, and it is not once in a 
hundred times that it is otherwise. But at the same time, if you wish satisfac- 
tion to the public, it is clear that these offices ought not to depend upon a person 
who would be thrown out of bread if its affiiirs were disastrous. I am only speak- 
ing on general principles, not with any allusion to anything that may be existing 
at this moment. But it is in the nature of things that another authority, as an 
additional evidence, would be more satisfactory to the directors than the mere 
authority of the actuary of the office itself. I am not referring to any existing 
case. I know no reason whatever to doubt the honour and respectability of the 
actuaries now existing. But I am speaking on general principles, and I think 
it is clear that a confidential investigation would necessarily be more satisfactory, 
not only to the directors themselves, but to the public at large, in determining 
the question whether an office is solvent or not. 

633. But that confidential investigation, supposing it 'Were made by an inde- 
pendent actuary, might very safely be made in conjunction with the person who 
was the regular actuary of the company ? — Assuredly it might ; I know no reason 
to the contrary. I think that most actuaries would be very thankful if there 
was such a distinct testimony to their office in addition to their own. I think it 
would be very satisfactory to them that it should be known in what way they 
did business. 

634. Might it not, by giving still greater public confidence, be beneficial to 
the office itself? — I think so, decidedly ; of course, testimony of a high order to 
the solvency of the society could hardly be otherwise than beneficial to the office. 

^35* Then, if such an account could be furnished periodically ; not every year, 
but every three, or four, or five years ; would it not be very easy to frame a 
general and more summary account of the annual transactions of the office, 
which would affi>rd a very fair indication of its progress between the two periods 
at which such investigations as you have described, took place ? — I have no doubt 
that such a system could be matured ; I do not see any difficulty. I am not 
able on tlie spur of the moment to go into detail, but I am sure it could be 
done. 

636. Mr. Glyn.'\ Do not you think that the directors, being as you describe 
them, generally very ignorant of the matter, would gladly call in the assistance 
of another actuary to check the accounts? — I decidedly think so* 

637. You have been yourself professionally called in to value the liabilities of 
other offices ? — I have in five or six instances, and three of them very great 
offices. 

638. What table of mortality did you adopt in those cases? — I suppose the 
Committee are aware that I framed a table of mortality myself some 30 
years ago. 

639. Did you invariably use that table upon those occasions? — Invariably; 
because it has been over and over again, at different periods, tested as to its 
accuracy on a question which it may be interesting to this Committee to know. 

0.55. H There 
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S^Finiaimmt Eeq. There is at the National Debt Office a great body of small life annuitants, above 
■ 7,000, who were enabled to get trifling annuities through the medium of savings 

%^ April i853w banks. It became a question of importance whether those poor people (for they 
generally are upper servants, and such like,) were or were not subject to the 
same rate of mortality as the higher classes, who purchase large annuities. The 
result has been, that an account has been constructed, which was only cast up;* 
I think, a month or two ago, showing that the rate of mortality is identically the 
same among them as among the higher classes : their lives are probably a shade 
better than those of the upper classes ; but as far as the deaths are yet known, the 
rate is as nearly as can be identical. With the male sex, it is quite identical ; the 
females are rather better than females of the higher classes. But to return to 
the question put to me, I must say that I always, in valuations adopt my owu 
table, because I made it myself, and know the truth of it. 

640. Did the oflices by which you were called in adopt other tables as the 
basis of their calculations ? — Frequently. 

641. Were they generally the Carlisle Tables? — No. With respect to the 
Carlisle Tables, I believe it is only lately that they have come into operation 
with the offices ; formerly, it was the Northampton Table that was adopted, 
which was much more beneficial to the assurance companies. 

642. What is the date of your last investigation of those offices ? — ^The last 
one I can remember was about three or four years ago, but I think the account to 
which I have referred was cast up within these three months. 

643. When you investigated the liabilities of those offices, what was the rate 
of interest at which you made your calculation ? — ^Three-and-ar-half per cent, 
invariably. I have also investigated the affiurs of a General Life Insurance 
office at New York, whose books were sent to me over sea. The mortality of 
New York is exceedingly difficult to arrive at, because the people are essentially 
moveable, but I was enabled, from the experience of the office itself, which was 
of 10 years standing, and which was very large, to determine the rate of mor- 
tality there, and I found that the result viith regard to the rate of mortality was 
the very same that it is in England. 

644. Mr. Chambers.'] Are you of opinion that with reference to life assurance 
offices any advantage would be secured to the public by adopting any new legis- 
lative system with regard to them ? — I think not, unless it were by a confidential 
systenl of investigation, which I only alluded to because I know of no other 
means. 

645. And you think that the publication of the results of such system might 
be of service practically ? — The general results, not to show the amount of busi- 
ness of each office, but it might be of great importance to the Legislature to 
know the working of life insurance in the totality, which would be obtained by a 
system of that sort. 

646. You think that for statistical purposes, for the information of the com- 
munity at large, it might be useful as a matter of public policy to interfere for 
that purpose? — I think so. 

647. Are you aware, from having had experience of life insurance offices, old 
and new, of the existence of any evils which the Legislature could remedy ? — I 
have stated in the strongest terms that there are no evils that I am aware of. 

648. And that whilst, for carrying out some principle of public policy, it 
might be desirable to interfere by legislation, yet as far as the interests of the 
public and the interests of the offices are concerned, neither the one nor the other 
would be much benefited by such interference ? — I would say, generally, that 
they would not. But I must add to that, that it appears to me that the system 
of life insurance itself would be extended if an increasing degree of security 
were created in the minds of the public, as to the solvency of the offices generally. 
I believe a great many timid people are deterred from insuring their lives merely 
on the ignorant supposition that their money is in danger; and I think that what 
is proposed would do away with that. Any system that would go to strengthen 
public faith in the solvency of life insurance offices would be a great national 
benefit, in my humble opinion. 

649. Do you think that an amendment of the Joint Stock Registration Act, 
with reference to insurance societies, would have the effect of increasing public 
confidence in those societies? — I am sorry to say that I never saw the Act in 
question. I never read it, so that I cannot say. 

650. Would any system of public returns that were registered, be likely to 
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increase public confidence in these institutions ? — I know of none, unless it >vere J. FMaitoih Biq. 
founded upon some method of confidential visitation ; and I only suggested that ■ ^ - 

because I know of no other way of eflfecting the object. 35 April 1*53- 

65 1 . You are not prepared yourself, to suggest any scheme which could be 
carried out by Act of Parliament, for the purpose of securing the object you 
mention, the increase of public confidence in insurance societies ? — I am not able 
to say by what means it could be done, unless indeed (which I think not impro- 
ble), the offices themselves would voluntarily agree to some system of confidential 
investigation which would make manifest the solvency of the offices in existence. 
One great good already is, that those which are not quite sound do wind up 
their affairs ; I think the voluntary consent of the offices themselves, for an 
object so evidently beneficial to them would be likely to be brought about. 

6.52. Could the result of such an investigation as that which you have men- 
tioned be made intelligible to the public on p. per? — I see no reason why it 
might not be. 

653. To the most unscientific people ? — Clearly. There is no occasion for me 
to express in logarithms what I can do in common arithmetic, and there is no 
occasion to express in decimals what I can do in pounds, shillings, and pence. 

654. You think that the result of the valuations of the society's assets and 
liabilities might be made perfectly intelligible to everybody? — I distinguish 
between the directors and the public generally. As regards the directors of any 
office, there is no reason why the result of an investigation into their affairs could 
not be made as intelligible to every one of them as anything with which they 
were most familiar ; but to make that public, and give information to the public 
at large of the working of each particular office, I should bold to be a great 
hardship. 

655. So all which you would make public, under any system, would be the 
general result of the investigation of all existing offices ? — Yes ; or perhaps the 
Legislature might think it expedient that the supposed visitors should specify 
the offices by name, which they had found to be of a perfectly safe kind. 

656. A certificate with regard to their soundness? — I am supposing this to be 
a certificate of the imaginary visitors ; but I only throw out this suggestion 
because I know of none other. 

657. The Committee are anxious to have your opinion with reference to the 
policy of interfering by legislation in this question ; what is the balance of your 
opinion ? — It is a matter of statesmanship, and I am merely an actuary, not a 
statesman ; it is a very wide question ; I have no doubt whatever generally that 
life insurance is beneficial. The extent to which it has been carried is very great, 
but it is still open to vast extension ; and I know of no means by which that 
could be done so eflfeciually as by giving confidence to the public in the stability ^ 
of the institutions. 

658. Are you of opinion that there are too many life offices in existence? — 
That question may have reference either to the amount of business which they 
are doing, or to the pos^sibility of what they can do. If it has reference to the 
amount of life insurance which there is to be effected, I say that there are not 
too many. If it has reference to the amount of business they are actually 
doing, 1 should say that, by carelessness on the part of the directors, no doubt a 
great many of them are not doing the amount of business which they ought to do. 

659. Upon the whole, you think that the amount of life insurance business 
that has been done is far greater than would have been done if it had not been 
for the existence of the younger life offices which have been instituted of late 
years? — There can be no question of it, but it is not so great by any means as it 
might be. 

660. Mr. Geach.] You said that the great difficulty in preparing an account 
was, that the statement must be verified bv some authority, and that no two 
parties would agree exactly as to the value of the risk of the life for which the 
policy was entered into, and the value of the assets which the office might have 
to meet the liabflity which they were under for that risk ? — My meaning was, 
that different actuaries would form very different opinions upon this subject, 
and they would proceed in very diflferent ways. 

661. Do not you think that a very good general idea of the position of any 
office might be obtained if, for instance, . they were to take some given rate of 
mortality, on the one hand^ and then to state, on the other hand, the inte- 
rest which they were receiving for the securities in which their money was 
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/. Finlaison^ Esq. invested ?— They might state the table of mortality that they are using, and the 

■ " rate of interest that they are receiving as a return for their investments. But 

%5 April 1853. the investments vvould be very various, and their value would depend upon the 
different kinds of securities. 

662. Supposing they were to classify them, and to say that they had so much 
in the public funds at three per cent., and so much on mortgage at three-and-a- 
half per cent., and so much on personal security, for which they might be getting 
six per cent., would not that give some idea of the value of the securities that 
they held ? — There is no doubt that a statement of the investments would clearly 
show what property they had in hand ; and in the next place, with respect to 
the law of mortality and the rate of interest assumed in the calculation, it is to 
be hoped that the return for the investments would be more than the rate of 
interest assumed, which surplus is in the nature of capital undergoing creation ; 
but with respect to the law of mortality, I hold (and with very good reason, 
knowing quite as much of the matter as any living man), that the Carlisle 
Table somewhat underrates the mortality ; it shows, therefore, a greater advan- 
tage than would be experienced by a life insurance office. It is requisite that 
the Committee should clearly understand this. The Carlisle Table was formed 
very long ago by a private individual. Dr. Heysham ; in the year 1780, he 
went round the city of Carlisle, and asked everybody their ages, and he made 
a census of the town ; and seven years afterwards, viz., in 1787, he made 
another census, when each person stated his age voluntarily. How truly the 
females stated theirs it is for the Committee to consider; but nobody was 
obliged to state any age but what they pleased, and there was no doubt a great 
tendency on the part of many to state their age younger than it really was, for it 
was completely a voluntary thing. I understand that the gentleman, who was a 
physician, was very much beloved in the town. He then compared the living 
population according to these two censuses^ with the total of the deaths that had 
happened, and were registered in Carlisle. The total of the deaths that did 
happen, and upon which the tables are in truth founded, consisted only of 905 
adults of both sexes, viz., persons of 16 years old and upwards, but the sexes are 
not discriminated. In the tables which have been laid before the House of 
Commons by the Treasury, which were supplied by me nearly 30 years ago, the 
deaths were some thousands, and the sexes taken separately ; the difference 
between the male sex and the female sex is very great. Two editions of that 
report have been printed by the House, and there they stand and speak for them- 
selves. It is true that females live much longer than males ; it is a fact that 
we know at the National Debt Office. If you take a combination of males and 
females together, of course the rate of mortality will be below that which happens 
to males only. But not only so, but many of the people of Carlisle who were re- 
gistered among the living, died elsewhere when they went away in search of 
work. The whole of the deaths that happened out of the living population so 
enumerated in Carlisle, were only 905 adults of both sexes, which I hold to be 
much too few. Neither were the whole of the deaths incident to that population 
recorded in the parish register, because many of them died elsewhere. 

663. Mr. Glyn.] Can you state what is the real difference between your own 
table and the Carlisle tables ? — I think the mortality of the male sex in my table 
is, especially in early adult life, heavier than in the Carlisle Table, and that of 
the female is certainly lighter ; but my table is before the House ; it is in the 
papers of 1829. 

664. Mr. Fresfifield.] What is the average of the two ? — The average of the 
two is no criterion of either. 

665. Mr. Geach.'] The question upon which I wish for your opinion is, 
whether by adopting either your tables or the Carlisle tables, some calculation 
of the value of the risks which had been entered into up to any given time might 
not be made, which would give a sufficiently near estimate of the value of the 
risks to guide the public ? —Certainly such a table would show a rate of morta- 
lity which would be perfectly safe, and unless very great neglect indeed in Lhe 
admission of lives took place, such as any downright fraud, my table would be 
sufficient. 

665.* Although it is impossible for an investigation to be made which would 
show the absolute state of any office, because you cannot tell the value of the lives 
without going into each individual life, yet supposing there has been average 
prudence in taking the policies, and that they had been taken according to the 
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general tables applied to the transactions of all oflSces, would not such an inves- J. Finlaisony Esq. 

igation give a sufficiently accurate view of the estimated value of the risks, for 

the guidance of the public ? — There is no doubt of it. 25 April 1853. 

666. On the other hand, with regard to the assets of the office ; if the office, 
for example, lend money on personal security, the value of the personal security 
must be left with the parties ; you must trust them to that extent ; but would it 
not be some guide to the public if they knew the rate of interest at which those 
investments were made? — I beg to repeat, that the surplus profits which arise 
from investments at a higher rate of interest than the ordinary rate of interest 
assumed, I consider to be capital in a state of creation. I should not consider it 
to be invested, because it is not permanent. The interest on one investment may 
be much higher than another. There is a continual fluctuation of that kind 
even in mortgages. Therefore, the surplus interest above the rate assumed in 
the calculation is, in my judgment, capital undergoing creation. 

667. Mr. Glyn.'l Your calculations are always based upon a rate of interest 
averaging three-and-a-half per cent, ? — Precisely ; believing, as I do, from the 
experience of the last 40 years, and from all that I have been able to learn, that 
the rate of interest for the next 40 years will not fall short of three-and-a-half 
per cent. 

668. Are you acquainted with Mr. Farr's tables, which he has lately compiled 
from the Population Returns? — Yes, I have seen them. 

669. Are you aware that they approach the Carlisle Tables almost exactly? — 
It may be so ; I have not investigattKi that. 

670. Mr. Geach.] You stated that the great objection to any inspection or 
publication of the accounts of these offices would be the injury which would be 
likely to be thereby done to a young office before it had got into extensive busi- 
ness ? — Certainly. 

67 K Supposing that an office had been in operation for one or two years, would 
it not be better even for the office itself, that the public should know the extent 
of business that had been done in those one or two years, than for it to be left 
open to doubt whether they had done any business at all ? —I think not, because 
I should always say that the business of the first one or two years could be no 
criterion of the ultimate success. 

672. Could not the public take into consideration the fact of the office only 
having been in operation one or two years ? — I think the time is too short. 

673. They would know both elements, and would be able to form their 
opinions upon them ; they would know both the time the office had been in 
operation, and its amount of business? — They might know so much as to eschew 
the office, and to avoid it. You could not in that way give fair play to an office 
which might in five, or six, or seven years do a great deal. I think an insurance 
office ought not to be judged of in less than seven years. 

674. But this case might arise, that an office had been established five or six 
years already, and that it might be receiving a large amount for premiums and 
insurances, and yet that the expenses might be as great as the premiums they 
were receiving. In that case, would it not be desirable that the public should 
at any rate be made aware of that fact? — If an office is indeed making away with 
the premiums it receives, and preserving no funds to meet ultimate engage- 
ments, it must of course be insolvent. But the supposition upon which I went 
in the early part of my evidence was, that there would be some other fund to 
provide for the expense of management till the premiums of the office had 
acquired sufficient magnitude. 

675. If that fund existed, it would form part of the account ; but supposing 
no such fund existed, and the office had been established for si)^ or seven years, 
and supposing it were receiving 3,000/. a year, for premiums, and that its 
expenses were 3,000 Z. a year, ought not the public to know those facts ? — It is 
self-evident that in such a case there would be no funds to meet claims, except 
the personal liability of the proprietors. 

676. But are not the policies generally restricted, by saying that they shall 
have a claim only upon the funds in hand, without giving the personal liability 
of the proprietors? — I^m not a lawyer myself, but the question now suggested 
is a very important one. On the back of most of the policies of insurance there 
is a clause, that the directors are not to be liable for more than the funds in the 
han<ls of the office. I am not a lawyer, but if I were, I should question the 
legality of that clause ; for I believe it would not protect them, except for the 
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J. FtnlaitoH, Esq. honest application of the funds of the oflBce. It would not protect them against 

liability for mismanagement ; and that supposing gross, reckless neglect of duty 

S5 April 1853. on the part of the directors, who, I conceive, are trustees for the prudent manage- 
ment at least, they would be personally liable, notwithstanding- that clause. 

677. Chairman.'] Does that refer to proprietary offices ? — It refers to every 
office in which there is a trust reposed. 

678. Does the clause you have referred to, limiting the liability of the direc- 
tors to the funds in the hands of the office, extend to proprietary offices as well 
as to mutual insurance offices ? — I believe it does ; but I think that the directors 
would not get off scot-free if a case of neglect were made out against them. 

679. Mr. Geach.] I understood you to suggest, that there might be a private 
visitation of the offices. Is your idea merely that there should be a private visi- 
tation, for the purpose of giving advice to the directors, or do you contemplate it 
as a check upon the calculations and operations of their own officers ? — If such 
a confidential visitation were established, the result of that might be laid before 
Parliament to show the progress of life insurance generally, but not the 
individual concerns of each office. 

680. But that would be of no value to the public in forming its opinion of 
any particular office, nor would it in any way check fraud, if it existed? — If 
the public were to be directed in their choice of offices by a particularised state- 
ment of the affairs of each office of that sort, it would be equivalent to conferring 
a monopoly of life insurance upon the great offices, for no one in his senses 
would go to a small office if he could go upon the same terms to a great, flou- 
rishing, long-established office. 

681. Then why do they go to small offices, which are known to have existed 
only one or two years, and which, in extent of business, cannot be compared 
with the Equitable, or any other large office that has been in operation many 
years? — It is owing to the activity of the small offices, who are most likely 
supported by individual friends and acquaintances, in the first instance, until, 
in course of time, they grow into favour with the public at large ; but I hold it 
to be no good statesmanship to discourage the growth of a small office by the 
publication of its afiairs in the early stage of its proceedings. 

682. Mr. Glj/n.] You said that you thought that no great capital was re- 
quired in the case of a life insurance office, but that a sum should be always 
subscribed to provide for the expenses of management and casualties in the first 
instance. Have you ever turned your attention to what that amount should be? 
— I should say, that what would give them a fair trial would be something not 
exceeding seven years, and the expense of management for seven years of an 
insurance office which was doing very little business would be something about 
15,000/. 1 should think that 15,000/. would be quite sufficient to lend to a 
young office, starting with a respectable direction and with honest intentions, 
and that before that sum would be expended in management, they would know 
whether they were driving a successful business or not. 

683. Mr. Chambers.'] You spoke of having visited several , offices to see a 
statement of their concerns, and that you were satisfied of their solvency. Did 
you test their premiums ? — Yes, every one. 

684. Did you find that they had conformed uniformly to your table of mor- 
tality r — Certainly not ; very few of them had at lihat time adopted it. 

685. Did you find that those insurance offices had a table of mortality of their 
own? — I must distinguish. The computation of premiums is a twofold matter. 
One is the true arithmetical premium, calculated to meet the risk of the life at the 
rate of interest given ; the other element is the surplus which is for profit and for 
management ; and the two added together is the definite mercantile premium. 

686. Then the next operation is to ascertain the time at which each policy or 
each class of policies will become a claim ? — Yes. 

687. Upon that the sufficiency of the premium must depend in considering 
whether the premiums accumulated up to the probable period of the claim will 
meet the claim ? — Yes, or part of it. 

688. Another element must also be, the rate of interest realised. There is a 
calculation of a certain rate of interest assumed, and the amount of the profit or 
loss attending the operations of the office will depend upon the difference between 
the rate of interest calculated upon and the rate of interest realised ? — Yes. 

689. And the amount of the difference, you say, would constitute capital? — 

If it was a surplus. 

690,* You 
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690. You spoke of various investments ; the investment may be in the purchase /. Finlaison^ Eaq. 
of the reversion ? — Yes. * 

691. That reversion may fall in veiy early, or the hTe upon which it depends 25 April 1853. 
may, provokingly for the insurance office, live to a great age? — I'here is nothing 

in that; the reversion falling in in favour of the office countervails the insurance 
of an equal amount to which it is liable. 

692. If it comes in earlier than is calculated, the profit is increased ; if it is 
later it may tend to loss? — Unquestionably. 

693. Among the elements of which you have spoken, you say that there are 
the rate of interest, the mte of mortality, and the rate of premium ; but there 
may be another element, imprudence ? — Yes, 

694. That imprudence may consist in adopting a defective table of mortality, 
or in making injudicious investments? — I have explained that the mercantile 
premium of an office comprehends two quantities. If, indeed, such a thing were 
conceivable, which I never saw except in one instance that I recollect, the West 
Middlesex, if it were conceivable that any office would insure at premiums below 
the arithmetical premiums, that I confess is a course which would lead to insol- 
vency, but I never saw it. The mercantile premium assumed is of course always 
more than the arithmetical premium, so as to leave a margin of profit. If it 
were conceivable that people would insure below the arithmetical risk, the visitor 
would tell them at once, " You will be insolvent.*' I cannot conceive of such a 
thing happening. 

695. In those offices which you visited, did you take the value of the out- 
standing risks upon the statement of the actuary, or did you test it yourself? — 
In every case I did it myself from my own tables, and compared all the assets 
with the consequences. 

696. You took probably the value of the outstanding risk as it stood the pre- 
ceding year, and then you took the number of claims that had fallen in in the 
course of the year, the number of policies that had been withdrawn, and the 
number surrendered ? — That was not my method of proceeding. I proceeded in 
this way, and would do so again. I imagined within my own mind that the 
office was to wind up its affairs at a valuation, and to start again. Then I 
inquired how much of each policy for which the office was liable, would the 
premiums yet forthcoming meet. The residue must be met by capital. 

697. You accumulate those premiums up to the period at which you calculate 
upon the claim occurring?— Yes. The present value of each future claim is, in 
fact, the value of a reversion. When that sum in present value, which was the 
balance against the company, is found, the interest thereof may be taken ; as far 
as they go, the dividends of stock at the time being form a set-off against the 
interest of the whole balance. The residue of the interest of that balance is re- 
convertible into capitJil; the latter is then to be compared with, and met by the 
capital which the office may hold on other securities. The process has no refe- 
rence to what they had previously been doing, but to the actual state in which 
they stood, upon the supposition that they were to wind up, and begin again. 

698. You spoke of the arithmetical calculation of premiums, will not the 
actual rate of premiums depend upon the question how low premiums they will 
consent to take with a view to competition ? — I never saw, nor can I conceive 
the case of an office accepting premiums that would be below the full arithmeti- 
cal risk. I should be very reluctant to believe in such a case. In fact, the 
example of other offices, if they had no knowledge of their own, would deter 
them from doing it. 

699. Are you not aware that independently of the Northampton Table, the 
Carlisle Table, and the Actuary's Table, there is a table of experience of the 
Equitable. In the case of a young office desirous of competing with others in 
established business, may not their actuary be of opinion that neither of those 
tables is strictly correct, and venture upon the assumption that life may be taken 
atone year longer ? —Granting that th^' did so, their commercial premium would 
still afford a margin of profit ; so that when the valuation came to be made by 
the visitor he would pay no attention to what the particular arithmetical premium 
adopted by the actuary was, but he would take the commercial premium, and 
from that, according to his own table, deduct the risk, and see what the margin 
of profit was. 

700. Take any table of mortality that you please, and calculate your premiums 
according to that table. I will assume a table, showing that the lives dropping 
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J. FinlahoTiy Esq. between 20 and 30 are very few, but that from 30 to 35 they begin to increase 

considerably. Supposing a company starting, should on the contrary be advised 

25 April 1853. that they may extend the class from 20 to 35 instead of to 30, would not that 
give a different rate of premium? — There is a different rate of premium at each 
year of age. 

701. Might not that premium, though made upon an arithmetical calculation 
according to a table, be one that you would not approve ?— But they would be 
sure to add the mercantile profit to the premium. The two together I should 
hold, if they were not utterly unreasonable, would be more than the arithmetical 
premium, such as I would propose it. You spoke of a table of the actuaries, 
meaning, I presume, the experience of certain of the offices ; in that table I 
myself should count for six ; I am insured in different offices six times. Then, 
if policies are counted, and not individual lives* which is the case in the actuaries' 
table, while I live I count for six, and when I die I shall count for six deaths, 
A table so constructed cannot be depended upon for life insurance purposes. 

702. Chairman.] I understand the whole tendency of 'your evidence to be, as 
far as regards the suggestion which you have made with reference to any check 
which the Legislature might think proper to impose upon life insurance offices, 
that it ought not to be with a view to restrain competition, but rather with a 
view to increase public confidence and security, and to extend the general busi- 
ness of life insurance ? — That is my opinion, and the substance of all that I have 
endeavoured humbly to convey to the Committee. 
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THOMAS WILSON, Esq., in the Chair. 



Charles Ansell, Esq., called in ; and Examined. 

C. Aruell, Esq. 703. Chairman.} WILL you state to the Committee what capacity you hold 
' in relation to assurance offices?— -I am the Actuary to the Atlas Assurance 

2 May 1853, Society, and also to the funds established in the three Revenue departments; 
viz., the Customs, the Inland Revenue, and the Post-office. 

704^ Has your attention been called to the Returns which have been laid 
before Parliament by the Registrar of Joint-stock Companies ? — It has. 

705. The accounts of the assurance offices, as published in the Parliamentary 
Returns 1 — I have seen the accounts in tliose Returns. 

706. Have you examined them with any degree of care ? — I have. 

707. Are they in such a form as to enable you to arrive at any practical con- 
clusion as to the condition of the offices whose condition they profess to repre- 
sent ? — ^They are very imperfect for many objects, but still I think they convey 
sufficient information to enable persons to form a general opinion as to the 
soundness or unsoundness of the institutions to which the accounts particularly 
refer. 

708. What element in the account would you rely upon generally for that 
purpose? — The statement of the annual premiums received by the institution, 
the losses paid, and particularly the amount of the expenses of the institutions 
with relation to the premiums out of which they are to be paid. 

709. Would those elements be sufficient, in your estimation, to form a satis- 
factory opinion as to the condition of the office ? — They are not sufficient, I think, 
to enable any one to form a very accurate opinion, but they would do so in some 
degree. I can well imagine cases where the expenses are so small in relation to 
the premiums, as to induce a general belief that the institution is in a sound 
state as respects expenses, or that it is proceeding upon proper principles, and 
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with due care. On the other hand, I can imagine the expenses to be so great, C. Ansellp Esq. 

that the institution is evidently paying more than it can aflFord to pay, and at 

the same time making due provision for the claims that will ultimately come upon 2 May 1853* 
it. There may, however, be an intermediate rate of expenses, which may leave 
a person in doubt. The accounts, as they are now presented to the Registrar of 
Joint-stock Companies, are nut sufficiently precise in their details to furnish all 
the information which a person seeking to insure with an institution would 
desire to possess. With reference to the statement I have made as to expenses, 
1 have here an extract from the Assurance Magazine, which gives an abstract of 
the accounts of several assurance offices, deduced from the Returns made to the 
Registrar ot Joint-stock Companies, under the provisions of the Act of 1844 
(9 & 10 Vict.) There will probably be no need to mention names ; 1 will merely 
mention numbers, if the Committee will allow me. The abstract contains the 
accounts of 28 companies, during the time that has elapsed from their form- 
ation up to the end of their respective accounts, which is an average period, I 
think, of three years and a half. The total receipts of the 28 companies for 
life premiums, for the purchase-money of annuities, and for premiums for de- 
ferred annuities, is 431,080/.; the expenses incurred by those 28 companies 
seem to be something like 220,000 /. There is a total payment of 306,000 /. out 
of 431,080/; but then that 306,000/. includes 75,000/. of claims and 12,000/. 
paid for annuities, I suppose in discharge of the obligations which they entered 
into in respect of those particular annuity transactions. Taking that sum of 
87,000/. off, it leaves something like 220,000 /. as the expenses paid for managing 
premiums of 431,080 /. ; and if from that amount of 431,080 /. be taken 31,000/., 
the purchase-money of annuities, the greater part of which ought to be set apart 
to discharge the claims that will arise hereafter in respect of those annuities, it 
being in fact so much capital paid down, to be repaid by periodical sums to the 
persons who have deposited it, that leaves of premiums 400,000 /. In the early 
stage of institutions such as these societies are, almost the whole of the capital paid 
for annuities ought to be kept in hand to meet the demands to arise out of the par- 
ticular transactions in respect of which it may have been paid. I am mentioning 
these details, in order that the deduction I am about to draw, or to attempt to 
draw, may be more clear. There seems to have been 431,080/. received on 
account of life premiums and as the purchase-money for annuities ; and as 
31,000/. has been received as the purchase-money for annuities, there would 
remain about 400,000 /., the greater portion of which has been received as life 
premiums. Then 76,000/. has been paid in the shape of claims, and 12,000/. 
as repayments on account of annuities, making altogether 87,000 /. The total 
sums expended having been 306,000 /., it would follow that 219,000 /. in round 
aumbers have been expended for managing the receipt of premiums amounting 
to 400,000/. 

710. If I understand you, 76,000 /. of that has been paid in liquidating liabi- 
lities which have been incurred ? — Yes, out of the premiums received by these 
28 companies. 

71 1. Then what should you infer from that ?— From that I should infer that 
the expenses of these 28 offices have been so much in excess of what the premiums 
would apparently bear, that some of the institutions included in that number 
must be in an unsatisfactory state. 

712. That is the average result of the whole of the 28 offices you have men- 
tioned ? — Yes. 

713. Some are in a much worse condition than others ? — Some of them seem 
to be in a not improper state, but others exhibit a most unsatisfactory condition ; 
I mean as regards their charges of management. One of the institutions has, I 
see, expended in management as much as 200 per cent, on its premiums ; the 
sum I do not particularly recollect, and probably it might be as well not to 
quote it, if I did, because it would point out the particular office; but the 
amount of expenses spread over the whole time that they have been in operation, 
some three or four years, seems to have been 2/. of expenses for every 1/. of 
premiums received. 

714. From what fund do you suppose that expense has been paidr — Out of 
the contributed capital ; and there is an item in their account which would 
seem to indicate that they have borrowed some capital. 

715. Is it a proprietary company ? — It is a proprietary company. 

0.55. * I 716. Is 
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C. Jtmliy Esq. 716. Is it not the case, as it has been represented to this Commitiee before, 
- that the expenses of a company in the first years of its existence may be very 

a May 1853. disproportionate to its premiums, and yet looking forward and valuing the future 
risks of that company, as put against the future premiums of the company, it 
may not be in an unsatisfactory position ? — It is quite possible to imagine that 
position of a company, but I am not aware of any well-established and suc- 
cessful company which has been placed in those circumstances. In order that 
I might be prepared to answer such a question in case it should be asked, I 
havo got a statement of what had been the early expenses of some of the larger 
offices, most of which have been established during the present century. I have 
a list of 17 offices, most of them established at not very remote periods ; I may 
venture to name several of them, because I am not quoting the figures, which 
apply to their own cases particularly ; they are the Guardian, Imperial, Law 
Life, and Pelican, established in 1823; the Royal Exchange, the Sun, in 1810; 
the Victoria, in 1838; the Atlas, in 1808 ; the Crown, in 1825; the Economic, in 
1823; the Hand-in-Hand, in 1836; the Legal and General, in 1836; the 
London Life, in 1806 ; the Metropolitan, in 1835; the Mutual, in 1834; the 
National Provident, in 1835; and the Rock, in 1806. I have mentioned 
the dates to show that they are not very old offices, and therefore not very 
remotely removed from the circumstances which may be supposed to govern 
offices at the present date ; they have been good enough to comnmnicate to me 
the average rate at which their institutions were conducted in each case during 
the first five years of their histories, and I find that the aggregate of the premitims 
of those institutions during the first five years, was 2,078,300/,; the aggregate of 
their expenses during those five years was 285,000/., being a rate per cent, on 
the total premiums received during their first three years, of 13-7, or nearly 13i. 

717. Whereas the average rate of the 28 offices was upwards of 50 per cent.? 
— Yes, upwards of 55 per cent. ; some were 200 per cent. I have looked par* 
ticularly to the accounts of these 17 institutions individually, and find that very 
few of them vary much one from the other as to their expenses. There is some 
variation, but not any very great. Then, pursuing this inquiry to see how far 
the expenses could be ultimately reduced, I perceive, that although many of the 
offices were established so recently as 1834, 1835, and 1836, their expenses have 
now fallen on an average to about 8 per cent., and that includes the whole of the 
commissions which they paid to agents, as well as their gross expenses. The total 
receipts of those offices, during the last five years of their history, I find to be 
about 9,031,000/. It would be considerably more if allowance had been made 
for the reductions their premiums have been subjected to in consideration of the 
bonuses declared by them respectively ; their expenses have been during the la^ 
five years about 738,000. Looking at these circumstances, then, I should think 
that, even in the imperfect form in which accounts are now rendered to the Regis- 
trar of Joint-stock Companies, something may be deduced from them that would 
guide any one understanding assurance accounts in determining whether the 
institutions are in a sound state or otherwise, although very accurate information 
may not be derived from the forms of statement now adopted by the companies. 

718. Adverting to the different proportions of expenditure which you have 
described, is it not the case that, in the early stage ot companies, the expendi- 
ture must be very much larger in proportion to the premiums than at more 
advanced stages ?— It may be very much larger, but then that should have a 
limit; and judging from the experience of the 17 offices alluded to, it does not 
appear that there is any necessity for the expenses being so great, or anything 
like so great, as the average of those 28 I have ventured to bring under the 
notice of the Committee. 

719. Is it not the case that in an assurance company the accumulation of 
premiums, from time to time, must of itself have a tendency, the longer tlie 
office is in existence, at all events, to diminish the per-centage upon the annual 
amount received, even although the actual expense be not diminished ? — ^That 
would, without doubt, be so, unless some circumstance should operate to prevent 
the business of the office from increasing. 

720. As long as the business of the office is increasing, viz., new premiums 
being added, and the old premiums accumulating from year to year, the per- 
centage even of an increased amount of expenditure might be lower than it was 
in the early part of its existence ? — Yes ; and I think the experience of almost 
all the assurance offices in London shows that to be the case. 

721. If 
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721. If you take that single element of the expense as a criterion of the con- c. Ansell, Esq. 

dition of the oflSce, will it not apply only in such cases where there is a very 

extraordinary amount of expenditure; and would it not be possible that the 2 ^^ay 1851. 
expenditure of the office might appear at that time to be reasonable and not 
extravagant, and yet that the office might or might not be in a satisfactory con- 
dition, from other considerations not exhibited on the face of the account ? — Yes ; 

without doubt such might be the case. 

722. Then the element to which you have referred now is upon the whole 
view of the account, viz., that if you saw a very extraordinary degree of extrava- 
gance, it would lead you to doubt the satisfactory position of the office ? — I 
think 1 have already said I did not believe it would be an infallible test ; it would 
be information valuable in some degree. 

723. But it Would be no information of that exact kind that would enable 
you, as an actuary, to judge of the actual condition of either an old or a new 
office; you would require to know the amount of business they had done, the 
quality of the business, the mode in which their capital was invested, and a 
variety of other things, before you could come to any satisfactory or general 
conclusion as to the condition of the office ? — Before you could come to any 
satisfactory esliniate of its precise position, you would require to know what was 
the state of their liabilities; }ou would require to know the actual kinds of 
engagements under which they were standing at the particular time, and the 
accumulated assets they might possess, as part of the means to meet them. It 
would by no means furnish an actuary, or anybody else, with the means 
of making an accurate estimate of the condition of the institution, although it 
would indicate, in some degree, the position of the institution, especially if you 
knew Its history as to receipts and expenditure running over a series of years. 

724. Might it not be quite possible that one of those old offices to which you 
have referred, which shows a very large amount of receipts and a very small 
amouiit of expenditure, might, from a variety of circumstances entirely distinct 
from those two elements, be in an unsatisfactory and unsound condition ?— Yes ; 
without any doubt it might. 

725. Then the accounts, as published, although they may be useful to a 
certain extent, as showing the amount of expenditure and the extent of business 
done by particular offices, yet you cannot regard them upon the whole as being 
accounts which satisfactorily exhibit, or can satisfactorily exhibit, the condition 
of the office, so as to show whether it is solvent or insolvent, prosperous or not 
prosj>erous ? — No ; it would not enable you to form an accurate judgment as 
to their position ; without knowing more than that, it would be impossible for 
the institutions themselves to know the precise condition in which they might 
stand. 

726. Can you suggest to the Committee any form of account which to your 
mind would be sufficient to convey such information without unnecessarily 
exposing the transactions of the office ? — I believe a great deal of infonnation 
might be conveyed by annual statements, if they were confined to some few of 
the leading items of account, which items necessarily enter into the transactions 
of a life assurance society. I should attach more importance, a great deal, to a 
periodical return of the liabilities of the institution, with a detailed and very 
accurate statement of its assets, than I should to any annual statement of the 
accounts, if 1 could only obtain one or the other of them. 

727. When you say periodical, what length of time do you mean? — Such 
periods as are tixed upon by the institutions themselves; periods of rest, or 
periods for ascertaining tlieir position with regard to their general liabilities 
and assets* Those periods vary ; they may be every three, five, or seven years. 
The Equitable Assurance Society makes such an estimate once in every 10 years 

only. 

728. For public purposes, do you think it desirable that the period should be 
uniform?—! do not know tliat it is essential that it should be so. If it were 
attempted to make it uniform, it would embarrass the proceedings of a gre^t 
many respectable assurance offices, without an adequate amount of good. 1 do 
not know any reason why they should all make their estimates at the same time. 
There may be reasons why it may be better that they should not all be called 
upon to do so at once. 1 he actuaries of most of them are at those times very 
much pressed, and one actuary may represent two or three institutions. 

729. Jn what form would you suggest that the accounts should be made ? — 
0.55. I 2 I think 
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C. Ansdh Esq. I think the periodical returns can scarcely be put into a better form than that 

which has been used for a long series of years by the Equitable Society. 

9 May 1853. 730. Is that published by them? — ^That form appears in the Evidence given 

before the Committee on Joint-stock Companies, in 1844, p. 67. It is headed, 
*^ Account of Assurances existing in the Society " (that is, the Equitable As- 
surance Society), ** classed according to the ages of the lives assured/' The 
account begins with the oldest age which they had on their books, which was 
92 ; and they stated that at that particular age they had a sum of 2,300 /. assured 
to be paid on the death of a party on which sum they had also declared a bonus 
of 5,380 /. ; so that that would have to be paid at death, in addition to the 
2,300 L In respect of that policy, or of those policies, whichever it might be, 
the society was in receipt of 92 /. 18 5., per annum, as premiums. 

731. Can you describe the form of the account just now? — Yes; that 
account is so given as to exhibit the amount of all the assurances of the society, 
and also the amount of the annual premiums which are paid to the society in 
respect of those assurances ; for instance, in 1831, on the lives of all those persons 
who had then arrived at the age of 60, there remained assured 324,000 /., and 
premiums were payable to the society in respect of those particular assurances, 
amounting to 9,001 Ll6s. 6d. per annum ; so the account proceeds from the 
highest Bge given down to the lowest, which seems the age of 20. It is a 
curious circumstance, that the society did not appear to have had any assurance 
in force at that period upon a life below the age of 20, and that was upon one 
policy of assurance. 

732. Then do I understand the principle of that account to be that it takes 
the aggregate amount of risks at each age ? — Yes. 

733- And states the aggregate amount of assurances at those ages f — ^Yes. 

734. And the aggregate amount of premiums payable by the persons assured ? 
— Yes ; I am stating this in answer to the question, as to any form of account 
which it is thought might enable persons to judge as to the condition of the 
institution, independent of the rendering of a cash account, and I believe 
it would be a more faithful index of the condition of the society than the 
ordinary mode of stating a valuation of liabilities ; and this account, as far as 
1 have yet spoken of it, the committee will perceive merely records facts, and not 
opinions. There are no calculations founded on this account ; the calculations 
must be an ulterior operation, and in fact may be performed by anybody who 
chooses to apply such data to it as they deem to be proper data. 

735. Does it not state the aggregate amount of premiums received up to that 
date ? — No, it does not ; if it did so, it would furnish a very valuable element 
of estimate, but it does not do so. 

736. Would an account be of any value without that? — Yes, it would be only 
an item of secondary value, because, in estimating the liability of an institution, 
the future alone is regarded, and not the past. 

737. Is it not nesessary to know the amount of capital in hand to meet the 
existing risk? — Yes; but the capital in hand would not be indicated by the 
amount of premiums received upon those particular transactions, because a large 
portion of the premiums actually received would have been paid away, to satisfy 
claims at deaths occurring previously to the date of estimate. 

738. It would enable you to judge whether at other periods a particular life 
was assured by the premium that was exhibited as payable r — Yes, a part of the 
funds the institution might possess would be exhibited by the premiums received 
in respect of those transactions. 

739. Are those the only three elements in that account? — There are other 
less important elements in that account. Some premiums are stated to cover 
risks beyopd the ordinary risk of assurance ; the risk of foreign residence, for 
instance, or something which may have occasioned the directors to make an 
addition to the ordinary table rate of premium. An additional column is given 
in the Equitable form, in which this extra premium is separated from the ordinary 
premiums that would be payable in respect of lives, having regard to the time 
and the age at which they may have commenced their assurances. I omitted 
these extra premiums, that I might not complicate the explanation I was giving. 

740. These are computations that must always be made in every office when 
they take an account of their condition at any particular time ? — They may not 
adopt the particular form of the Equitable, but something analogous to that is 
done. 

741. It 
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741. It must be done in some form or other to arrive at similar results?— C.Ansell, Esq. 

Yes, in the case of the Equitable Assurance Society, it is the ordinary mode of 

exhibiting the liabilities, I believe ; that is, when they publish such matters. 2 May 1853. 

742. These elements of the account to which you have adverted, are facts 
upon which anjT calculation nearly would be based ? — Precisely so. 

743. But they are not the calculation and estimate themselves ? — They are 
not ; because differences of opinion may exist as to the mode of dealing with 
similar facts in other institutions. 

744. If there are differences of opinion, would it not be very easy to lay down 
some general average rule by which facts of those kinds might be dealt with, 
so as to work out the result upon some given general principle r— I fear there 
would be very great difficulty in doing that, for a reason which, if you will permit 
me, I will explain ; one mode in which life assurance premiums are now formed 
is, that the actuary ascertains, according to his particular views, what may be 
considered a premium just sufficient to meet the risk which is about to be 
incurred ; such premium may, for example, be 2/. per cent.; and having ascer- 
tained that it is deemed necessary for the sake of safety to make some addi- 
tion to it, and it is upon that particular point, I think, that difference of opinion 
exists, and not upon the rate of human mortality which really prevails in assu- 
rance offices. As to such addition or margin, some actuaries may be very 
sanguine, and think it would be sufficient to add 6 per cent. ; others may 
add 10 per cent. ; others may think it not more than enough to add 30 or even 
40 per cent., according to their views of safety and caution. If, then, you 
were to make any rule which should be applicable to valuing the outstanding 
risks of all offices in common, and were to apply an uniform data to all their 
facts, the effect ofit might be to assign by much too great a present value to 
the premiums hereafter to be paid on the existing policies. If you applied the 
principles of valuation to the 21. as a premium, and not to the ;2/. as augmented 
for safety, you would probably come to a safe result ; but if you applied it to 
the 2/., with what had been added to it, that is, 5^., or 10^., or 15^., as the 
case may be, then it would give so much larger a value to the premiums in 
reference to the value that had been assigned to the reversionary sum, that an 
office might be in a very unsound state, and by such a process appear to be 
in a very sound condition. Whatever fixed rule you may lay down would be 
liable to show uncertain results, just as it might be applied to premiums formed 
in one manner or formed in another. Some of the older companies adopt 
altogether a different method ; they have not first ascertained what is termed 
the mathematical premium, and then made an addition to it; but as in the 
Equitable Assurance Society, the Rock, the Law Life, and many others, they, 
in the first instance, in computing their premiums, have assumed a rate uf mor- 
tality which they think is much greater than really will prevail, and they 
have assumed a rate of interest for money lower than that which they think 
they will actually receive, and continue to receive, upon their capital and its 
accumulations; and then they have deduced premiums, the dry deductions 
from those more cautious data, which data include the element of safety attained 
by other offices by a different method. If, therefore, the table of mortality, and 
the rate of interest of money, agreeing with what was called the mathematical 
premium, were to be applied to premiums deduced in the method I have last 
endeavoured to explain, the computation would give such a result as would make 
it appear unnecessary for many years to reserve any part whatever of the 
premium received ; or, in other terms, insiead of assigning positive values to 
the assurances, the larger number of them would have negative values; so that 
an institution might seem sound, not only if it possessed no money at all or 
accumulated assets, but if it were actually in debt it would still appear sound ; 
that is, by applying that which has been called the mathematical data to 
estimate liabi iiies of such an institution. 

745. Would not it be possible to determine some average rates which might 
be considered moderate and safe, by the aid of those elements which you say 
are the subject of different computations, and of different opinions among 
actuaries ? — No ; an average rate might make new institutions which adopted 
premiums lower than the average appear unsound, when they might not be 
unsound ; and it would make some of the other institutions which had adopted 
the full premiums appear very much sounder, or in a more prosperous condi- 
tion thnn the truth would warrant. I am afraid you could not determine 

0.55- I 3 anv 



Digitized by 



Google 



70 MINUTES OF EVIDENCE TAKEN BEFORE THE 

C. Amelia Esq. any average rate of mortality, or average rate of interest, which would not give 
uncertain results when applied to different scales of assurance premiums. It 

3 May 1853. nlight be not impossible to determine some rule by which all assurance offices 
might value their business ; but then that rule might not assume an uniform 
rate of mortality, nor an uniform rate of interest, necessarily. A rule might be 
established which should direct that the rate of mortality should be deduced from 
the premiums, and that all estimates of liabilities should be made on that assumed 
rate of mortality, a given rate of interest being fixed upon; but I do not know 
that it would necessarily follow that such a rule ought to be prescribed, nor do I 
know how the faithfulness of its application could be ensured, if the Legisla- 
ture should take upon itself to fix such a rule. There would be great difficulty 
in devising any machinery by which it could be seen that it was carried out, 
without introducing sucli inconveniences as would be inseparable from a public 
interference with the internal arrangements of assurance offices, which would 
be not only very unpopular, but very undesirable. 

746. Then you have three uncertain elements to which you have adverted, 
consisting, first, of the rate of mortality ; secondly, of the rate of interest ; thirdly,, 
of the margin which particular offices may consider it prudent to put upon the 
actual mathematical risk, as it has been called, in order to come to the com- 
mercial risk ? — Precisely. 

747. Those are the three elements of uncertainty ? — ^Yes. 

748. Is it not quite possible to determine on a table of mortality that would 
be sufficiently accurate for all general purposes; not, indeed, to determine the 
precise amount of profit, or the actual amount of the business of the office, but 
generally to determine by calculations made for it, whether the office is in a 
safe condition, which the public would be interested in knowing ? — I think not 
impossible, but undesirable ; because uncertain data would give uncertain results, 
when applied to particular scales of premiums. 

749. But does the scale of premiums in any way alter the risk of mortality, 
except so far as some offices, by charging higher premiums, would include worse 
lives, and others, by charging low rates of premium, would have more select 
lives? — I do not think there is much variation of opinion among actuaries as to 
what is the actual rate of mortality among assurable lives ; the difference which 
I attempted to explain before, is in the caution of the actuaries as to the margin 
beyond that which they all agree is necessary. 

750. You simply mean to say, that there is no form of account which, upon 
the face of it, would show the discretion which has been exercised in the selection 
of the lives? — Just so. 

751. But, supposing ordinary discretion is used, inasmuch as tables of mor- 
tality are made up of good, bad, and indifferent lives altogether, there is surely 
some rate of mortality which may be taken as a fair average ground of compu* 
tation ? — I think you could determine no data with sufficient precision to make 
it desirable that it should be authoritatively applied in all cases. I am not sure 
that you might or might not fix upon some data upon which most assurance 
premiums could be established, so far as the premiums of an office depend on 
the arithmetical results from an assumed rate of human mortality as prevailing 
among assurable lives. 

752. Suppose that you, as an actuary, were called into an office to which you 
were an entire stranger, and that you had access to all the transactions of the 
office, everything being laid before you and explained to you without knowing 
each individual life assured, and without knowing all the transactions as they 
pass, but simply the slate of the office ; are there not elements from which you 
would be able to make an estimate of the condition of that office? — Yes, in all 
probabih'ty; assuming that it was an office of the ordinary description, where 
none but select lives were originally assured, I should have little difficulty in 
satisfying my own mind of the condition of that institution ; but I do not know 
of any rule that could be prescribed by the Legislature that you could depend on 
as being applicable to the condition of all offices. 

753. If you have not difficulty yourself in applying a rule to an office to 
which you may be called in, would not that rule be applicable to any number of 
offices? — I am afraid there might be differences of opinion among actuaries 
when they are called upon, in those general terms of which you speak, to estimate 
the liabilities of a life assurance office ; I think different actuaries, according as 
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they have more or less discretion, or are more or less sanguine, would be very C. Afi$$U, Esq. 

likely to apply different principles. ' ■ 

754. My questions do not refer to offices which avowedly take unsound lives 2 May 1853. 
and similar classes of risks ; they only refer to offices which profess to take only 

the several select lives? — I should have no difficulty under such circumstances, 
because my duties frequently oblige me to investigate the liabilities of offices 
having different scales of premiums. 

755. I suppose every office takes an account of its position, in order to 
ascertain what bonuses it shall pay to its assurers, so that they know in what 
position they stand ? — Yes. 

756. Is there any practical difficulty in every office doing that for itself? — 
There should be no practical difficulty, but there is a great difference in the 
methods taken by different gentlemen to arrive at that conclusion. I have seen 
it stated in print recently, as the result of such an investigation, where an office 
exhibited as its surplus or profit an account very greatly exceeding the sum 
total of all its assets ; and the method by which that result was obtained was one 
to which I have just now reverted, viz., applying that which I called the mathe- 
matical principle for estimating the premiums they are in receipt of, after con- 
siderable additions had been originally made to the dry computed premium for the 
sake of safety. They value the future profit which they expect to make out of the 
transactions, and reduce that contingent and uncertain profit to present money. 
They call that profit, and in some instances, I fear, not only call it so, but pro- 
fess to divide it as such. So that all the principles upon which the estimate of 
these liabilities depends may be perfectly agreed between different gentlemen, 
but the mode of applying them is so different that different actuaries going into 
the same investigation, and having all the facts, and only the facts, placed 
before them, would exhibit very different results, according as their views differed, 
that is, as great caution or great hopefulness prevailed in their minds. 

757. Putting opinion out of the case altogether, suppose you were to conde- 
scend on a rate of mortality ; then to condescend on a rate of interest ; and then 
to condescend on a per-centage which is to be added to the mathematical rate of 
the risk, as it is termed ; should you require anything further than these three 
things, given in order to arrive at a common result? — Yes, most assuredly 
I should : because some actuaries for the purpose of a valuation might estimate 
a portion or the whole of what had been added to the premiums, whatever that 
may be, as so much certain profit applicable to the purposes of the institution, 
neglecting the circumstance that the parties may cease to continue to pay their 
premiums, and so deprive the institution of that which had been calculated upon 
as a certain profit. If it were asked whether they ought to do so, in my esti- 
mation they ought not; but it is done, and I do not know that it would be 
practically possible to make actuaries generally agree to adopt any particular 
mode of dealing with the estimates which are presented to them. 

758. But every estimate that is formed of the condition of a life assurance 
office, must be formed on the supposition that the parties assured will continue 
to pay their premiums ? — The payment of the sum assured is contingent upon ' 
that, no doubt ; but it is optional with those who make the assurances to continue 
their premiums or not as they may think fit ; and if in the meantime you have 
estimated the profit attributable to each premium, as an element of your financial 
or pecuniary posiiion, and assume that the institution will certainly receive it 
until the time the life shall die, and the party should drop the policy, then you 
lose a portion of that which you have set down as profit, and it is not really 
available, although you have assumed it to be so. 

759. Then does not the office gain far more by dropping the risk? — No, cer- 
tainly not; probably I may give an instance which will make the matter more 
plain than any principle 1 can lay down. Provided an assurance were made 
to-day for 1,000 /., and the premium should be 30/. per annum, if the next day 
an actuary should estimate, in the first place, the liability with regard to the 
sum assured, and say " I consider it to be worth 400/. in present money," 
that is taking a very moderate estimate ; on the other hand, the 30/. premium in- 
cludes something which has been added for the sake of safety to the dry 
computed premium ; if I value that premium on the same data that I had com- 
puted the original dry premium upon, I might estimate the 30/. premium as 
worth in present money 600/. ; then I should appear upon that dny to have 
made 200/. profit on the assurance, although I had received but 30/. in respect 
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C. Anselly Esq. of it. Now, if the value of the risk which the institution might have to incur 

during one year, in respect of which the premium had been paid, were 10/., 

2 May 1853. then the profit, if the policy were dropped at the end of one year, omitting 
expenses and the other considerations, would be 20 L ; but if I had made an 
estimate on the day following that on which the assurance had been effected, and 
had then valued the profit at 200/,, although, in truth, the institution would 
have made only a profit of 20/. in the event of the policy being abandoned at the 
end of the year, the profit realised would be 180/. less than I had assumed it to 
be. Instead, therefore, of making a gain by the abandonment of the policy, I 
should make a loss to the apparent amount of 180/. 

760. Does not that arise from the fallacy, that, in the first place, you are com- 
puting the profit of future years as having been already made ? — Yes ; that is the 
very thing I am saying. 

761. Would any actuary compute the profits of future years until they were 
made r — That principle, certainly, does enter into the mode of calculation adopted 
by some gentlemen. I do not adopt it myself. 

762. That is not the principle you vvould advise any public account to be 
made out upon ? — No ; only if the Legislature should prescribe, or any authority 
acting under legislative powei*s should prescribe, the use of any particular rate 
of mortality, and any particular rate of interest, it would, in my opinion, be liable 
to misuse. 

763. Would not the effect be exactly the contrary, that it would not be liable 
to that misuse ; suppose we define that the estimate should contain only the 
addition to the arithmetical rate of risk, what should cover the expenses of the 
oflice without including profit at all? — I have already stated, in answer to a 
former question, that I could well imagine a rule might be laid down, but whether 
it would be desirable to lay it down, is a question. 

764. Practically, the fact we want to arrive at is, whether you think any 
fjeneral account could be made out, of a kind that would be satisfactory, that 
would show the condition of the ofiice, not whether they are making this 
per-centage of profit, or that per-centage of profit, but upon the whole, 
upon the broad face of the thing, whether the office is in a satisfactory 
condition? — ^Yes, I think the account I was endeavouring to suggest would 
enable any one to judge more accurately than probably by any other method, 
the condition of the office ; that is, to make it imperative that there should 
be a proper registration of the facts under which the office might be pro- 
ceeding with reference to its undischarged risks, without including any compu- 
tation which necessarily involves the expression of opinion. It involves the 
expression of an opinion as to what data it would be proper to use under the 
particular circumstances of that account. 

765. Could not you, in addition to those facts, make use of those facts on some 
general average data, which being well founded, without being subject to fluctua- 
tion one way or other, would give the general result, then leaving it to every 
person to make a computation for himself? — I am afraid, if you were to select 
data, being the mean of other data, the premiums resulting from it would be 
less than the premiums taken by some assurance offices, and it would exhibit their 
affairs in an aspect more favourable than they deserved, while all those offices that 
fell below that average data would appear in an unsound state, while, in reality, 
they might not be so. 

766. Would not that be a very important element in judging of the office, 
viz., whether they formed a sound or unsound calculation of any particular risk? 
— I think it would not ; an old office probably might not vary so much from 
these elements of truth as a young office ; but in the office where the assurances 
had been made at a moderately recent period, the variations from truth might 
be very great. I may mention, probably, in confirmation of what I am now 
venturilig to recommend as a form of Return, that this account of the Equitable 
Assurance Society which I have before mc, as given in the Report of the Com- 
mittee on Joint-^tock Companies in 1844, was taken by a gentleman of great 
eminence in liis profession, and he used it as the foundation for estimating the 
condition of the Equitable Assurance Society itself, apart from the labours of 
the actuary of that society. This account was made up to 1831, and it is always, 
I believe, made up decennially, but it is not the foundation of their own estimate 
of their liabilities ; they deem it desirable, as many other institutions do, that they 
should make a particular estimate of every policy by itself, and then the aggregate 
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of the liability in respect of the policies is acted upon in the declaration of their C. An$ell, E^q* 

periodical bonuses. Although the liabilities of the Equitable Society were over 

10,000,000 /., there was only a difference of about 10,000 /. in the two indepen- 2 May 1853* 
dent estimates, a sum comparatively trifling in so great an amount ; and I think 
that form of return might fairly be made the foundation for estimating the con- 
dition of other institutions as well as of the Equitable Society. 

767. Supposing such an account of facts merely were stated to the public as 
you abstracted from that table, would it not expose different offices to very 
different conclusions, and rej)re8entations from rival oflices, who choose to make 
their calculations on a different basis as to the condition of that particular office ; 

* supposing you had such an account published as you have before you, and you 
saw that account would be submitted to so many different modes of calculation 
as would show results so very different, would it not be exposing different offices 
to the calculations of various persons, who might be employed by their rivals or 
others, which might come to very different results, far from correct results, and, 
perhaps, prejudicial to such offices? — If that were a valid objection, then I 
should think any other form would be equally objectionable. I rather thought 
the question pointed, not to the consideration whether it would be agreeable to 
the offices to furnish such an account, but only as to the best method of putting 
the public in possession of such facts as would enable them to form correct 
opinions about an office. If it were thought objectionable to put such information 
before the public, then my remarks would fall to the ground. 

768. You say the objection to carrying that account further than it has been 
carried (that is, to carry it to deductions, and not to confine it to facts), would be 
the difficulty of applying any common rule by which those deductions could be 
arrived at ? — Yes, any common rule that would be satisfactory. 

769. Then, what I wish to ask your opinion about is this ; suppose the condi- 
tion of every office represented by facts exactly similar to those in the account 
before you were published to the world, would it not expose different offices, 
according to the peculiarity of their business^ to have calculations made by rival 
actuaries, or rival offices, so as to show them in a disadvantageous condition to 
the world, to which they would not be exposed so much were some common rule 
of calculation adopted in every case? — If the object be, as I understood the ques^ 
tion to imply (and the only object of an account at all, I apprehend, would be 
that), to put the public in a position to judge whether the office were or were not 
sound, and therefore, whether it would be desirable to be connected with it ; 
then I think such an account as this would be more available than putting 
before the public something which professes to be a valuation of the liabilities, 
without the elements of that valuation being under such control, as I really 
think it would be impracticable to bring it ; it is only a choice of methods ; such 
an account, or any account, would be open to misuse. I doubt whether any account 
could be framed which would not be open to misuse, if persons should take upon 
themselves to write adverse treatises or pamphlets about the affairs of their 
neighbours. 

770. You have before you certain facts as to the condition of the office ; you 
say it would be difficult to carry those facts further, so as to make an account 
which would show the condition of the office deduced from those facts, because 
it would be difficult to arrive at the common conditions on which that account 
should be made, even though you had fhe facts before you ? — Yes. 

771. What I wish your attention drawn to is this ; suppose that all this raw 
material of an account were laid before the public, as applicable to all the 
different offices, those various calculations, which you say, in the first instance, 
would not enable you to come to a common deduction to satisfy the public, who 
shall apply it, and that that raw material of an account should be the subject, 
and necessarily would be the subject, of comments and calculations by rival 
offices, as to the condition of particular offices, and should go very far to mis- 
lead the public as to the condition of particular offices, why would it not be 
better to adopt some common calculation, some average calculation, on some 
authority which would place the result of those facts before the public, on some 
common average plan, so that the public at once would know from that source 
what the condition of the office u as, and not subject it to the representations of 
rival offices, or various persons who chose to make calculations upon their own 
basis ? — It appears to me it would be much better that the dry facts should 
be put before the public, because I do not see what sort of authority you would 
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C. AmeB, Esq. set up, which should determine the proper data to be applied, which you have 
■ supposed to be the average data. 

s May i853, 772. If it is an authority nominated, for instance, by the Government, could 

not he lay down a table of mortality to begin with.^ — ^Yes ; but any individual 
you could fix upon to lay down that table might lay down rules which would be 
felt to be very oppressive to those who differed in opinion from that authority. 

773- Suppose the body of actuaries themselves were to agree upon some 
table of mortality, and some rate of interest ; surely, if you are called in as an 
actuary, you can form an opinion whether the table used is a safe table or not ? — 
I may have my opinion, but I am not aware of any body of actuaries that is 
in a situation to come to such a decision. I have seen printed statements of 
discussions among actuaries on the principles which should regulate the modes 
of valuing the liabilities of an oflSce, and I am not aware that any decision was 
come to. I merely mention that to show the very great differences of opinion 
among actuaries upon that particular point. 

774. Suppose it was determined that Mr. Finlaison's Table of Mortality 
should be taken as the standard, that 3 i per cent, should be taken as the standard 
for interest, and that in addition to that arithmetical rate of premium, 10 per* 
cent, should be added for contingencies, would there be any difficulty in framing 
an account upon those principles ? — I think there would be great difficulty in 
adopting it, and valid objections to it. 

775. 1 am not asking whether the offices would adopt it? — I should, myself, 
think it a very doubtful experiment, 

776. I am supposing there are three given determinations upon those tliree 
points, which are the uncertain elements ; if all accounts were made on an 
uniform calculation of those three elements, or any other three you please, a 
person who thought the mortality unfavourable, or who thought the rate of 
interest too low, might make any allowance for it in his own mind; but these are 
the conditions on which the account is made ; and would it not then be, as regards 
offices in general, a fair comparative test as to the condition of those offices ? — 
I think the application of those principles would make some offices, if there be any 
such, which are in a very unsound condition indeed, appear sound. It would 
show so favourable a result of their affairs, that it would be printed in every form 
imaginable, and circulated, and so induce persons to look at that result, rather 
than to the result of calculations on data more applicable to each particular case. 

777. Suppose the data should be considered too favourable, would not the 
result be equally favourable to every office ? — No, not equally favourable ; 
because it would bring out an apparently favourable result to some institutions, 
and to others it would bring out a result comparatively unfavourable, which 
would give persons who were ill-disposed to those latter institutions an oppor- 
tunity of quoting the official results as an authority, and so doing them much 
more injury than any injury that would, I think, be done, by mere deduction 
from the facts. 

778. How many people in the kingdom, do you think, would read those facts ? 
— Not a very large number, certainly, judging from the very little interest taken 
out of doors in all matters connected with life assurance. 

779. Then a few people only would read those facts ? — Yes ; but that would 
apply to all attempts to make any account or return, that it would be useful only 
to actuaries. I think, in many institutions, if you were to publish the facts that 
exist in their books, they would in all probability have their own attention more 
directly called to their condition, and thus induce the directors to do what, in 
many instances, they neglect to do; that is, to ascertain the condition their 
societies are in as compared with others. I believe that is one of the most 
desirable points that any body can direct his labours to, viz., to make the directors 
of these offices investigate their own affairs. 

780. You think the publication of such accounts of facts as you have referred 
to would be of as great use to the offices themselves as to the public at large ? — ^I 
think they would be very valuable indeed, if they only desire to ascertain the 
condition of their own institutions, to which it is fair to infer they are very 
indifferent at present from the statements they often publish. There have been 
meetings of assurance offices at which they present accounts, or the results of 
accounts, which are made the subject of laudatory speeches at those meetings^ 
sometimes followed by dinners and other entertainments, while those who are 
tolerably well acquainted with assurance offices would regard with perfect dismay 
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the contemplation of those aocounts. If they were put in a form which would C. AmeU^ Esq. 

bring them more immediately under the eye of Uie directors, those things could 

not take place. 2 May 1853. 

781. From what you say, I apprehend you place very little confidence in the 
periodical accounts which are taken by the diflferent offices for the purpose of 
dividing bonuses ? — I do not place implicit confidence in a great tnany of 
them, but that does not apply to a majority of cases. From inquiry, I think a 
large number of offices are proceeding on principles of very great safety, and 
are doing a vast deal of good. I doubt very much whether the number of 
unsound offices can be great, particularly those of moderately long foundation. 

782. Now, if there be any mode by which the office itself can arrive at a 
truthful account of its own condition, could there be any difficulty in that con- 
dition being arrived at in the same way for public purposes ? — There would be 
no difficulty, I think, in arriving at it, but there may be motives occasionally for 
not arriving at it. There can be no difficulty. I do not say there is a difficulty, 
but I think that offices might be in a very unsatisfactory condition, and yet be 
made to seem very much otherwise, who would not be so if the facts of^ those 
institutions were placed in juxtaposition with the facts of other institutions. I can 
also well imagine, that if such a test as you are supposing were applied to all 
offices, with results given in columns^ such a comparative statement might indicate 
pretty clearly who were sound, and who were unsound ; but at the same time I do 
not believe the public would be so much gainers by that in information as actu** 
aries would be. 

783. Is there any form of account that you would suggest ; suppose it were 
taken by the office itself, and authenticated by the directors of the company, and 
by an independent actuary, so as to show a general result without condescending 
to particulars ? —The difficulty is to know how to prescribe and adopt any suffi- 
cient authority ; that is the difficulty that presents itself to my faiind. 

784. Supposing there was such an authority ? — If there were such an autho- 
rity, I do not know that it would be very desirable or very useful ; but if there 
were two authorities, both to be selected by the same body, the directors, for* 
instance, I think the actuary who had made the original computation might 
very likely succeed in having another actuary selected taking his own views, and 
therefore the second would only confirm the first, and attain no end ; but any 
other authority I can imagine must be an authority under the Executive Govern- 
ment, and that I am quite persuaded would never work beneficially. 

785. Supposing that assurance offices had any motive made for them not only 
to submit to, but to wish for, such an investigation as should satisfy the Executive 
Government of their soundness, so as to make it ratlier a matter of desirableness 
on their parts, would there be any difficulty in some well-known actuary co-ope- 
rating with the actuary and directors of the company, and testifying to the result 
of a periodical investigation, such as you have adverted to ? — I think it Would 
be objected to generally, under any circumstances ; of course, I can imagine 
advantages to compensate for anything, but any advantages I can contemplate 
would be insufficient to compensate for the interference of any Government 
authority whatsoever ; because I cannot myself see any sufficient security for an 
independent and proper authority being set up, which might not greatly clog the 
operations of the very best conducted assurance associations ; and although such 
au authority might be set up now in 1853, I cannot imagine what security you 
could offer that there should be an equally good authority set up in 1863. 

786. You are speaking now of the policy of such a thing, and not its practica- 
bility ? — I am looking to that ; I can imagine that the Government could by pos- 
sibility set up an authority which should be useful, but I have no hc^e of their 
being able to do so practically, even with the best intentions. I do not think that 
would necessarily accomplish the purpose I suppose the Committee have in view, 
viz., to do the best for those who are using means to carry out in the best possible 
way their habits of prudence and forethought ; and I also bear in mind that any 
suggestions which can be offered to the Committee of a practical kind are desir- 
able ; and I was going to remark with reference to it, that in the event of any public 
authority agreeing with the actuary of the institution, I see no difficulty ; but in the 
event of their differing, I do not see my way out of the dilemma. It should be 
borne in mind that, in making these periodical investigations a very long time 

is occupied ; in almost all institutions many months, but in large institutions • 

they last longer, witli all the inducements of private interest to be very rapid 
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CiAnseUy Esq. and very accurate in doing it ; and if, when that was completed, another authority 
^ were to be called in, not stimulated by the same active zeal that the actuary of 

9 May 1853. the institution might be, a very long time would be occupied in checking the 
first computations ; and in the event of their differing, I do not know who is to 
settle the dispute. I do not know what authority after that you are to apply to. 
I am afraid it would lead to interminable disputes. It might even be exceed- 
ingly valuable at the present time, and another future public authority might 
take totally different views of things. 

787. After such an examination of the condition of an office taking place, 
would there be any difficulty in any other assurance actuary, in company with 
the actuary of the office, going over the whole of the transactions and arrange- 
ments, and giving an opinion generally whether the office was in a safe condition 
or not? — I think there would be no difficulty, and such a course is not at all 
uncommon ; I have sometimes been called upon to perform such b: duty, and I 
am performing it at this very time in respect of an assurance office. 

788. Then if there were anything wrong in the condition of the office, it would 
be discovered ? — Yes. 

789. If their general transactions, without descending to very minute calcu- 
lations, were in a wholesome condition, that would also be apparent to an actuary ? 
— Yes, with very little difficulty, so lung as the control was in the directors ; 
because then the directors call in such an authority as would be under their own 
influence, and would do everything to carry out with zeal, probably, the wishes 
of the directors ; but if the authority were totally independent of the directors, 
then it would be a matter of uncertainty as to whether there could be such a 
disagreement between the two, as should bring the institution to a dead lock. 

790. Surely that would make no difference as to arithmetical calculations ? — 
If it depended entirely on arithmetical calculations there would be no difficulty 
in institutions generally, but there would be other circumstances which would 
enter into an actuary's duties in advising an institution as to its position. 

791. Have you any other remarks upon this subject? — On this subject of 
Accounts there was one other suggestion I was going to trouble the Committee 
with ; although I have dwelt most on the importance of a periodical return of 
the liabilities and assets of the institution, I tnink it would be quite desirable 
that after setting forth the liabilities of the institution in regard to their policies 
of assurance, there should be some strict declaration, and I believe a declara- 
tion before a magistrate n ould be the best, as to the condition of their assets ; 
because institutions, and more particularly modern institutions, are accustomed 
to set down as assets things which ordinary men do not consider to be assets at 
all. Among other things which are set down, there appears a portion of the 
funds of the institution which have been absolutely paid away tor expenses of 
management, and they are afterwards set down as assets, because they regard it 
as capital invested, in transacting that business which may hereafter become 
valuable. Now, if that circumstance be declared, and those who are interested in 
the accounts have that fact clearly before them, there can be no particular objec- 
tion to their making that use of it, and judging of it as they like. But when 
such an item is set down as a security, and would therefore be supposed to be 
money lent which might be returned at some future period, it is very much 
calculated to mislead, and consequently it would be highly desirable that such 
an account of their assets should be accompanied by some strict declaration as 
to the reality of the assets they profess to possess. 

792. Would you require a list of assets, stating generally what they are ? — ^Yes, 
in classes ; so much in Three per cent. Consols; so much in Three percent. Re- 
duced; so much invested in mortgage on land; railway debentures, and any 
other heads under which advances may have been made. 

* 793. Mr. Glyn.] And the rate of hiterest to be paid ? — ^The rate of interest 
might be useful, as being some indication of the soundness of the securities. 

794. Chairman.'] With the elements of the account you have stated published 
periodically, is it your opinion that some very simple account, from year to year, 
in the intermediate period, would be sufficient to show the progress of the com- 
panies ?T-I think it would ; I think, in the first place, whatever time i« adopted 
in each institution for submitting the accounts, if a joint-stock company to its 
shareholders, and if a mutual assurance society to its members, would be usefully 
• retained ; but there should probably be a separate statement, showing the amount 

oi premiums actually received by the institution, the amount of interest actually- 
received 
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received during the year, the total amount of losses or annuities paid or incfirred, c. Anseli^ Esq. 

the amount returned on surrendered poh'cies, and the total amount of expenses 

paid or incurred^ including any commissions that might be paid, or might be due. 12 May 1853. 
I think those accounts, given from year to year, would enable anybody to judge 
generally as to whether the institutions were progressing well or ill ; and then, I 
think, a great dependence might be placed on periodical returns, such as 1 have 
previously suggested. 

795. Could you suggest any means by which, without unduly repressing com- 
petition or unduly interfering with the formation of new offices, the public might 
be secured in the formation of new offices against purely speculative concerns 
which end unfavourably? — Having regard to the great importance of the busi- 
ness of life assurance, I think one means of doing that eft'ectually, whether 
undertaken by proprietary bodies or as mutual assurance associations, would be 
to require that they should give some evidence of their responsibility, and the 
position they occupy in society, by obliging them, not only to subscribe a certain 
amount of capital, but that a certain amount of capital should be actually paid up 
and invested before they were permitted to enter upon those transactions at all ; 
what that amount of capital should be, may be a matter of opinion. 

7y6. You mean prior to complete registration ? — Yes, or to their being per- 
mitted to enter into any assurance contracts whatever ; I think in the joint stock 
banks there is a capital of 60,000/. required to be actually paid up. Now for all 
purposes of life assurance a lar^e capital is certainly not necessary. I have not 
myself perceived any evil to come from the establishment of mutual assurance 
societies, who for the most part have had no paid-up capital; but still there may be 
a degree of risk in the early progress of an institution which should make it wise, for 
that reason alone, to say that there should be some means for meeting possible early 
claims, which roi^ht exceed the amount of premiums received to meet them. But 
the main reason which I should have for suggesting the requirement of capital, is, 
that it appears to be the only test for the position in society occupied by those who 
found such important institutions. 

797. You mean a test of their bond fide intentions? — Yes; it has occurred to 
me that a less capital than 50,000 /. might do ; say 25,000 /. or 30,000 /. ; 30,000 /. 
would be a small sum compared with the capitals which have been raised by 
most of the existing assurance companies. If it should be thought desirable that 
a capital should be required, there is one matter of detail I would venture to bring 
under the consideration of the Committee, and express my views about. It may 
be seen from the accounts now in the office of the Registrar of Joint-stock Com- 
panies, bow the shares in many of the assurance companies have been sub- 
scribed for ; and although the amount of shares taken by each of the members 
must be indicated, there seems to be no regulation us to what shall be paid up 
on each share: and, judging from the list of shareholders registered, and the very 
large amount of liability that seems to be taken by persons in very inferior stations 
in life, it might be wise to make a regulation to the effi?ct that no person should 
be allowed to set up as a partner in an assurance association who could not 
pay up at least 60 /., whatever the amount of his shares might be. I should 
propose, probably, that the shares themselves should not exceed five times the 
sum actually paid up on them, in order that a great accumulation of shares might 
not take place in the hands of improper people. I do not know whether in the 
evidence of the Registrar of Joint-stock Companies, or the Assistant-registrar, 
any inquiry arose as to the lists of shareholders deposited in that office ; I have 
myself seen most of them, and I perceive, as a very great defect, that there is a 
very enormous amount of responsibility undertaken by persons in comparatively 
inferior stations of life, and whose circumstances in all probability would never 
permit them to pay one-fiftieth part of what they become liable for. 



G. A. HAMILTON, Esq., in the Chair. 



798. Chairman.] The object of your suggestion being to affi)rd a test and 
guarantee of their responsibility 5— Yes; not necessarily lor assurance purposes, 
not believing there is any great necessity for calling up capital for the mere 
purposes of assurance ; but still 1 do not reject the idea that it is desirable to 
some extent for that object ; what I have suggested would leave the case of 
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C Jnsell, Esq. mutual assurance societies unprovided for^ and I would therefore suggest that 
if 30,000/. should be deemed a proper capital to fix upon for a joint-stock 

2 May 1853. company, that then there should be a guarantee of not less than 30,000/. also 
paid up by those who set mutual assurance societies in motion. There is a fur- 
ther guarantee I would place before the Committee for their judgment, viz., 
whether it is not desirable that whoever takes on himself the office of a director, 
should have some fair amount, either of shares in a joint-stock company, or of a 
guarantee in a mutual assurance society, as a qualification for the interest which 
it is assumed he would take prior to accepting so responsible a duty as he would 
undertake when he became a director. What that particular amount should be, is 
a matter of opinion ; I should think that no man ought to aspire to be a director 
of an assurance company who had not got 500/. to invest in their respective con- 
cerns. I believe in some of the assurance offices in London the qualification for 
a seat in the direction is as high as 10,000/. ; in others, of course, it is very small. 
There is no occasion for making it anything like such a sum as I have stated, 
but 600/. appears to be a very moderate sum to deposit for any gentleman who 
becomes a director. 

799. I understand you to suggest the following as tests of the responsibility of 
the parties engaged in these undertakings: first, that there should be a periodical 
return of assets and liabilities ; secondly, that there should be a declaration, possibly 
made before a magistrate, containing an accurate statement of the various details 
connected with the assets or with the liabilities; viz., the amount of premiums, the 
rate of interest, and the losses paid or incurred ? — Yes ; I should have added, of 
any payments made in respect of annuities granted. 

800. The amount of premiums returned on surrendered policies ? — Yes. 

801. Then, thirdly, that there should be a certain amount paid up and invested 
of the capital of the company? — Yes, which I think might fairly be set down at 
30,000/.. 

802. And, fourthly, that each shareholder should be required to pay up a certain 
amount, perhaps 50/.? — Yes ; that each shareholder should have a stake in the 
institution, which should call for his paying up at least 50/. 

803. And that each director, in the same way, should be qualified to a certain 
extent, say 500/. ? — Yes ; that seems a reasonable sum. 

804. In your opinion that would be advantageous, so far as giving the public 
satisfaction with assurance offices ? — Yes. 

805. WitlK)Mt imposing oppressive restrictions ? — Yes ; I am not proposing that 
these rules should be applied 10 any existing institution. 

806. And with regard to a mntual assurance office, there should be the ordjnary 
guarantee of perhaps 30,000/. ? — Yes. 

807. The circumstances might be readily indicated under which that might be 
relieved ultimately ? — Yes. 

808. Mr. Fre^hfield.] I think I collected from your answer that you considered 
a valuation upon just principles of the outstanding risks would be a material part 
of an account of every assurance office ? — Yes, without doubt. 

809. In the supervision you refer to, as being practicable at certain periods, 
of the accounts of different offices, do you contemplate taking the value of the 
outstanding risks on the representation of their own actuary, on his explaining to 
you the principles on which he had made those valuations, or would you feel it 
practicable to enter into a re-valuation of each of those outstanding risks r — I 
should think, if the directors should take a second opinion, in all probability that 
second actuary would have sufficient faith in the labours of the actuary of the 
institution, by inquiring into the principles which bad been followed, not to 20 
into details ; but if a public officer were appointed, I do not know how he could 
discharge his duties without going through all the details in precisely the same 
way as it is to be presumed that the actuary of the institution himself had gone 
through them. 

810. From your knowledge of the labour of those details so undertaken by the 
actuary of the office, would not it require a large department by any possibility 
to check the value of all the outstanding risks? — Yes; seeing there are 150 
assurance offices, it would require a very large Government department, and a 
very cosily one. 

811. Would you think it an unreasonable doubt put to you, whether in a very 
large assurance office the outstanding risks could be valued in three months ? — 
I should think it is quite impracticable for any one, or two, or three persons, to 
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value in three months the liabilities of many assurance offices. I have had prac- C. Jnsellf Esq, 

tical experience that it is not to be done within many months. 

812. With a view to supervision, you have been asked as to certain rules or ^ ^^7 *^53- 
principles ; would it not be very difficult to agree upon any principle upon wliich 

every assurance office should value its outstanding risks?— I have endeavoured to 
state so throughout. 

813. Take, as one element in the account of outstanding risks, diseased lives; 
take a single case; a gout premium, estimated in consequence of the state of the 
individual ; or a skin complaint, upon which you would be advised to add so 
many years to the life, say 10 years to a life of 30, so that you take the life at 40 ; 
should you consider that all the risk was compensated by the rate of premium, or 
would you, in valuing the outstanding risk, value the life as if it were 30 or 40 ? — 
That is one of the points upon which I have tried to explain that there would be 
so much difference of opinion, that without a knowledge of the internal state of 
the accounts to which it applied, if you attempted to make a valuation, I believe 
it would be more likely in many cases to mislead than to guide; and the object 
of the Legislature would be to guide, and not to mislead. 

814. Then, as to the amount of premiums received, it would give you no idea 
of the class from whom those premiums were received, having the value estimated ? 
— No ; it should be required to state not only what premiums had been received 
in the bygone years of existing assurance, but the value of the premiums that 
were expected to be received in future years. 

815. To show the solvent state of the office; that they were in receipt of so 
much for premiums r — I think if it were known to an actuary what gross amount 
of premiums had been received on all the existing assurances in the office, he 
could immediately indicate by approximation what such an institution ought to 
have ; but it would not enable him to state distinctly what it ought to have, 
though it would be u valuable guide. 

816. With reference to the answer you gave as to the amount of assets, would 
there not be a great difference of opinion as to the value of reversions ? — There 
would be some diffisrence, no doubt ; but I do not know that reversions in assurance 
offices form so large a proportion of their assets, as to make a difference of opinion 
as to their value of any great consequence. It would be better that you should 
have such a valuation as you can get, than that you should have nothing. 

817. If they had a very large capital, would it not be a material element how 
one company invested its capital to probably more advantage than the funds 
would furnish ? — No question. 

818. I think you have stated already, that you consider the valuation of out- 
standing risks a most material element ? — ^It is. 

819. And it is so far an element by itself, that it must be the result of that 
that should be carried to any account of profit and loss ? — I should probably 
distinguish as to the object that is to be attained by the directors of each parti- 
cular assurance company ; it is most important that they should have, not only a 
valuation, both of their assets and of their liabilities, brought down into present 
money, which is the ordinary form, but then they should have it done in a 
manner which is quite satisfactory to themselves ; and if the Legislature should 
think proper to prescribe any one method of doing it for all the offices alike, 
then I submit it would interfere too much with the directors. I think any really 
valuable information conveyed to the public, the directors of each particular office 
would be of course too ready to get for themselves. It would be very unwise, 
indeed, in an assurance office, not to get that done periodically ; it is only as 
regards the possibility of making one mode of valuation apply to 150 different 
institutions, under public authority, that I am doubtful about. 

820. In testing the probable prosperity of an office, you would make it necessary 
to compare the value of the outstanding risk of the present year with the value of 
the outstanding risk at the end of the immediately preceding year ? — It would not 
be useless to do that ; but there would be no particular object, that I am aware 
of, in comparing it with each preceding year. 

821. Now, would not you consider that, comparing the one with the other, 
having surcharged the one of the present year with whatever had come to the 
credit of that account, and then debited the valuation of the next year with all the 
similar items of that account, there would be such a result as to enable you, after 
deducting the one from the other, to say whether the last year was more or less 
profitable than the preceding year as to that account?— Yes ; but I doubt whether 
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C. Ansell, Esq. that process is adopted in many assurance offices. I think those whose aflfairs 

— come most under my notice do not make any valuation from year to year ; I am 

2 May 1853. aware it is done in some, but in a very small number. Tte ordinary practice is to 
make a valuation, and then let the annual account of tha institution tell its own 
story ; wait until the next periodical estimate made, to ascertain actually what 
their position is. I do nt)t think those estimates are kept up from year to year 
generally. 

822. Should you consider it an additional satisfaction that, although the perio- 
dical valuation should be at the end of three years, or five years, you should know^ 
from year to year that you were not retrograding? — No; I think the losses of 
successive years alone, unless you had a very great variation in the losses, and 
which would show itself from the mere inspection of the annual account, would 
give all the information that would be absolutely essential. It would show any 
sudden influx of bad fortune; you could not very well be deceived as to your 
.institution having had a bad year, by merely comparing the losses in the one year 
with the other. 

823. Or is it because your circumstances had improved by yount^er lives coming 
in ? — The mere fact of younger lives coming in would not improve a bad account, 
because they would bring their responsibilities with them ; each assurance which 
comes, brings its responsibilities with it, and does not necessarily improve an 
account that is ba(^. 

824. You would have a right to assume the parties to be insurable? — Each 
assurance brings its responsibility. I do not consider that a considerable influx 
of young lives would necessarily alter the prosperity of the institution ; I 
think we should acquire quite sufficient information by making periodical valua^ 
tions, and watching our accounts, without having annual valuations ; that has been 
the practice in those institutions with which I am best acquainted. 

825. Mr. Glyn.l You told us you were employed to examine the valuations of 
other companies ? — Yes. 

826. You told us the difficulty of prescribing a general principle upon which 
any account could be made out ; perhaps you will tell us on what principle you 
proceeded in making out the accounts of those offices ? — In all the offices, I had 
reference to the special circumstances of the office, and to its scale of premiums; 
I did not apply necessarily to one office the principles which I had applied in 
another. 

827. Then, in point of fact, you only tested their own valuations? — On the con- 
trary, in some instances, I had 10 make the valuations, and then I have made them 
on different data, according to the circumstances of the office. 

828. In making those valuations, what table of mortality did you take? — In 
some instances, where they used the Northampton Table, I took that in making 
my estimate of the outstanding risk. 

829. Then in testing the situation of those particular offices, you took as the 
very ground -work their own valuations? — Yes; data which accorded with their 
cases. 

830. And did not impose upon them any other test that you might have thought 
necessary under the circumstances ? — No ; in fact, the result might be very nearly 
the same as if I had applied some other mortality table, if that other mortality 
table had been made the foundation of the premiums used ; the results are not 
widely different, if you use the Northampton Table in valuing the outstanding 
risk, if the office have used the Northampton Table previously, than if you use 
another table, if that other Table has been made the foundation of the premiums 
of the office to which they apply. 

831. Then as to the rate of interest? — The rate of interest I have almost 
uniformly used is 3 per cent. 

832. Mr. J. Ball.] With reference to the subject you touched upon in the early 
part of your examination, the comparison between the amount of premiums and 
the expenses of different classes of life assurance companies, is it not true, the 
lower the premiums, the larger will be the ratio of the expenses to the premiums ?^ 
— It would be ; but that would only make it the less desirable, because the lower 
the premiums, the less can have been added to that which has been called the 
mathematical premium, to bear annual expenses, or any other deduction. 

833. In point of fact, the older companies did originally start witii higher rates- 
of premium than have been adopted by the majority of the newer companies ? — 
Yes, they did, most of them. 

834. And 
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834. And they have been enabled to distribute bonuses, or in other ways to give c\ Ansell, Ei%. 
advantages to the assured, or else to accumulate large capitals out of the large ^ 
margin they have allowed in their premiums? — ^That has been only one element 2 May 1853. 
in the account. 

835. Does not that to some extent modify the startling result you stated from 
the comparison between the expenses and the amount of premiums of those 28 
companies? — No, because I think the premiums of the older offices are not so 
much higher than the premiums taken by the offices I have mentioned, as to make 
any material difference. In some of the offices the result of whose premiums in 
reference to expenses I have given to the Committee, the premiums are exceed- 
ingly low ; ana in one of them, which has a very large receipt of premiums, if my 
memory serve me, they state they adopt the lowest scale of premiums of any office 
in London giving bonuses. 

836. With reference to the three elements which constitute the difficulty in 
estimating the position of an assurance company ; in the first place, as to the 
basis, the life table, are you of opinion^ considering the different classes of lives 
assured by different offices, the scale of premiums can be an element approaching 
to strict accuracy for different classes of lives ? — I am not quite sure that I under- 
stand what you mean by different classes of lives. 

837. In point of fact, do not a large number of assurance associations apply 
themselves by preference to the assurance of Jives in different professions and 
pursuits? — Not a large number ; some of them do. 

838. Is it your opinion that the rate of mortality does vary in different pro- 
fessions and pursuits ? — Possibly that may be the case with the mortality among 
different tradesmen, but I doubt whether the rate of mortality differs greatly in 
assurance offices; of those, the mortality in which it has been my duty to inves- 
tigate, some of them have been class offices, and two or three large ones which 
have been of a perfectly general character, and include lives without selection as 
to class ; I think there has been no great diffi.rence in the rate of mortality in any 
of them. 

839. Is it not generally believed that the medical profession has a much higher 
rate of mortality than the clerical ? — I have heard ir stated so, and I believe it is 
true ; but I do not know that the medical profession have more than one institu* 
tion in which even their name appears as very predominant, and in that institution 
I do not think they form a majority of the total number of persons assured. 

840. Would you be prepared to say that we may take an uniform life table as 
applicable to all assurance establishments ? — I think it might be made perfectly 
sate to take some one mortality table as a basis on which to compute premiums 
for most institutions. If the table were such an one as would be supposed to re- 
present the rate of mortality among select lives, then if it had to be applied to 
a class supposed to be shorter-lived than the other classes, it might only call for a 
greater addition ; I do not know that I should select any one table for all pur- 
poses, but I can imagine that one table might be selected as the basis for 
valuations generally. 

841. With reference to the rate of interest, the uncertainty which has been 
spoken of refers rather to the mode in which the company either do or may here- 
after invest their assets ?— If the institution had the means of making a high rate 
of interest, of course they would be warranted in taking lower rates of nremiums. 

842. If I correctly understand you, you say one of the points which create the 
difficuhy in estimating the condition of an assurance company is the uncertainty 
of the rate of interest 1 — I do not recollect to have said so. 

843. You do not consider that as a difficulty ?— No ; there is little disagreement 
of opinion between practical actuaries as to* the rate that is to be assumed. I 
think 3 per cent, is the rate assumed now ; it may be departed from in some 

cases, but not in many. ^ , . , ,. 1 .i^,. 

844. Then the chief element of uncertainty is the mode of valuing the liabilities 
arisincy from the irregular way in which the offices frame their tables of premiums 
origin*ally ?— Yes, 1 think so ; the uncertainty is in the mode of applying known 
principles to different scales of premiums. 

845. Has there not been a great deal of uncertainty as to the valuation ot 
reversions and contingencies? — No; I believe there is no great uncertainty. 

846. A great difference of opinion, or pi-acrice ?— No ; I think there is very 
little diflTcrence between most of the actuaries ; in valuing reversions, I think we 
arrive at conclusions very close to each other ; that is, experienced actuaries. 

0.55. L 847- A complete 
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r. Ansefl, Esq. 847. A complete mathematical solution has been given by Mr. Hargreave? — I 

' think we have had little to learn upon that subject for many years. There has 

3 May 1853. been occasionally a great deal of ingenuity, and meritorious ingenuity, exhibited m 

modern times as to improved methods ; but there is no very great improvement in 

our knowledge on those points as to mere results. 

848. It is not your opinion that the public generally would be enabled from 
such facts as you referred to, if published periodically, to draw safe conclusions? — 
I think not without assistance ; at the same time, I think that is preferable to 
misleading by false statements ; that is the way I wish to put the case. 

849. You think the chief practical value* of such published statements is to 
bring the directors of each company to a knowledge of their own afiairs, and 
prevent them undertaking business on principles, in a way likely to be prejudicial ? 
— That is one use that may be made of it, but not i)ossibly the principal use ; 
I think the principal use would be to enable any one interested in the aflPairs of 
the institution to acquire a better knowledge of it than they would from the mode 
in which the assets and liabilities are brought into present money, without the 
elements on which the valuation is founded being known. It is belter that you 
should have the elements without the valuation, than that you should have the 
valuation without the elements. 

850. In point of fact, however, with respect to the institutions which have 
been established for a certain time, and whose business is tolerably uniform, do 
not the liabilities arrive at something like a stable or uniform condition, the new 
lives replacing those that expire ?— No ; there are not many institutions in that 
condition ; there are some, possibly ; and some of tlie institutions, from particular 
circumstances, are going down very rapidly. Their liabilities are very much 
decreasing ; their transactions in some are stationary, and in others are not in 
extent more than half what they have been ; and there are others upon the table- 
land, if it may be so described, of their prosperity, and are going on in the man- 
ner which you suggest ; but by far the greater number of the assurance institu- 
tions are not such as you have described. 

851. Then it will not be safe to assume as at all generally true that these insti- 
tutions get to a tolerably uniform position with respect to their future liabilities r 
— I think not; I do not think there is any large number of institutions in that 
condition ; most of them, I think, are increasing or decreasing ; there are- very 
few that are stationary. 

852^ In point of fact, does not the stability and security offered to the public 
by an assurance institution depend much more on the care with which its business 
is conducted, viz., the care with which the examination into the condition of 
individual assurers is ascertained, and the mode of investing and securing the 
assets of the company, than on the mere basis of the calculation, or the general 
principles which may be laid down at starting?— I should think the mode in 
which lives are selected, as it is ordinarily termed, tiiat is, the care taken in 
accepting none but desirable lives, is an exceedingly important element ; and 
the best calculated scale of premiums in the world would not make an iubtitution 
safe that is careless in accepting all the lives that are brought to it. 

853. You think that precise point which you rely upon as most important, 
eludes the investigation of an actuary or the inquiries of the public ? — Yes, and 
with that view I, at an early period of my examination, stated I believed nothing 
the Legislature could do would enable the public to understand very accurately 
the condition of life assurance societies; the only thing that can be accomplished, 
if any thing is to be accomplished, is to attain something which may be usetui, 
although it may be only periodical. 

854. Mr. Geach.] The statement you have laid before us of the Equitable 
Society, you say you think, if that statement were made, and then annual accounts 
given, that would give to persons pretty well informed upon the subject a good 
notion of the position of any particular oflSce at any time ? — ^Yes, I think it would. 

855. Then the only question is, whether such an account might not be preju- 
dicial, if so given, to young offices ; or do you think, if they were at the same time 
to name the number of years the office had been established, that would be taken 
into account when such a statement was made ? — It would probably be a very 

' proper arrangement, and in any evidence I have been giving to the Com- 

mittee, I should wish it particularly to be understood that I have not desired to 
prejudice young offices in any way ; quite the contrary. I have been connected in 
bygone years with offices that were then young, and have become very important 

institutions^ 
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institutions, and therefore I should be careful not to say anything which could be c. Amei., Es j. 

disparaging to young offices, merely as young ; but still I think it desirable that 

the public should know the condition or slate of all offices, young or old. « May 1853. 

856. If any office that had to make a return of that kind, and follow it up by 
annual returns, were in an unsound condition, it would expose it ? — I think it 
would ; if the institution were unsound, in all probability it would be sufficiently 
apparent to lead to inquiry ; it would not necessarily drive them fix>m the institn- 
tion ; it would lead to inquiry. 

857, Then I gather from the whole tenor of your evidence, that anything 
further than a mere statement of facts such as that would be fallacious, inas^ 
much as no given rule could apply to the varied circumstances it would have to 
be applied to ? — I have endeavoured to express that ; I am afraid, if any opinion 
given by authority were put forth to the world, it would be more Bkely to do 
mischief by mducing a false security, than good, by any certainty that could be 
deduced from it. That is the view I take. 



JavUj 5^ die Man, 1853. 
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JAUffiS WILSON, Esq., in the Chair. 

Charles Ansell, Esq., recalled ; and further Examined. 

858. Chairman.^ DO you wish to add something to the explanations you gave C. ^««r«,Eaq. 

on the former day? — Yes ; when the Committee broke up I had not an oppor- 

tunity of making so clear as I could desire some of the answers I gave in answer- 5 May 1853. 
ing the questions of the Chairman as to the possibility of fixing on some data, 
viz. some table of mortality and some rate of interest, which might be adopted by 
all assurance ofl5ces in estimating their liabilities under the policies they may 
have in force. I do not see any particular difficulty in fixing on such data; but 
my doubt is, as to the advisability of obliging all assurance offices to adopt the 
same data for such an object, for the reason, that in many institutions the mode 
of valuing their outstanding risks is prescribed either by their respective deeds of 
settlement, or by some other binding contract friim which they cannot without 
great difficulty depart. Another reason is, that in almost all life assurance 
societies a great deal of their labour is performed by the aid of tables uhich 
have been formed by the expenditure of much time ; and all that labour 
would be thrown away if any legislative enactment were to oblige the disuse 
of that and the adoption of any other tables. That, therefore, would be a prac- 
tical difficulty and objection oi' a very powerful kind. Moreover, the schemes 
which they have long acted upon, and advantageously so, to the assurers, in the 
division of their profits from time to time, have been made with relation to the 
particular methods by which they value their liabilities, and afterwards assign 
their surpluses among those who are entitled to share in them. That is one 
of the strong objections to the adoption of any uniform table. Another is, that 
unless the rule be universally applicable, it would in many instances very much 
mislead those who sought to have their judgment influenced by its use, and 
so partially defeat its own object. As an instance of what I mean by the last 
observation, I would slate that a number of assurance offices in London, and 
some of them of ^reat respeclability, assure what they term unsound lives^ 
viz., lives which either have been rejected, or would be rejected, if proposed 
for assurance to those institutions which profess only to assure sound or 
selected lives ; consequently, such a table as is proposed to be universally 
applicable, would in those cases lead to results more calculated to mislead 
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C.Jiisellf'Esq. than to inform, and so the very end sought to be obtained by the use of 

uniform data would be defeated. I believe that is the only remark I have to 

^May 1853. make in explanation of that point. Another point 1 see I omitted to state, is in 
relation to other questions put to me regarding the guarantees which might safely 
be taken from the projectors of new assurance offices, so as to mark the bona 
fides with which tliey might l)e set on foot. After recommending that no shares 
should be permitted to be created on which a less sum than 50 1, should be actually 
paid up by one person, and that each director should have a paid up interest in the 
institution to the extent of 500 /., I omitted to state that some restriction should be 
established to prevent either directors or shareholders in the case of a joint stock 
company, or those who might subscribe to the guarantee in a mutual assurance 
society, from borrowing back from the institution any part of the money which in 
the first instance he might have paid, or appeared to pay up as a shareholder ; 
inasmuch as it is believed to be not an unknown practice, that shareholders have 
in the first instance advanced a sum of money, when it takes the form of a paid 
up capital on shares, and then they have borrowed back that sum of money, or 
part of it, so that, in fact, they cease to have that interest in the institution which 
the subscription of their names to the share list would lead the public to believe 
they had. There would seem to be no hardship in prescribing such a rule as I 
suggest, because if the parties had in their possession proper security to deposit, 
which would warrant the making of advances to them at all, it would be, or should 
be, just as valuable and available in the money market elsewhere as it would be in 
their own institution ; and if the security should not be of a marketable character, 
then it would only be the more desirable that they should be restricted from taking 
out of their own partnersliip concern the money which they had invested in it, in 
order to give an apparent security to others. Another point is in regard to questions 
put to me by the Chaiiman, as to the probable usefulness of having some check 
officer appointed, that should have some control or supervision over the accounts of 
these institutions. I have not had an opportunity of reading over the evidence 
which I gave at the last meeting of the Committee, but it may probably be inferred 
from it, that I thought no officer could be appointed having a knowledge of the 
business of life assurance usefully in working out any new regulation on the subject 
of life assurance accounts. Now that is not exactly what I intended to convey, 
although I fear my words did convey that meaning; but I think, having regard 
to the fact, that probably one hundred and fifty millions of life assurance con- 
tracts exist in this country, it is in the first place very desirable indeed, that any 
registration of the transactions relating to them should be kept apart from the ordi- 
nary registration of the accounts of Joint stock companies. I therefore desire to 
suggest, in the first instance, that there should be a separate registry of assurance 
companies, and I would also suggest the desirableness of having some public 
officer at the bead of that registration thoroughly acquainted with the business of 
life assurance, because I believe that no one unacquainted with the internal 
management of a life assurance office could be so well prepared to detect and 
point out a departure from any regulations prescribed by the Legislature in regard 
to life assurance accounts as one who had become thoroughly acquainted with the 
minute points connected with the practical business of life assurance. But wJiat 
1 did desire to express was a very strong doubt as to whether it was possible to 
work a life assurance office, however respectable, without the greatest possible 
inconvenience, if such an officer were permitted in any way whatever to interfere 
with the discretion and management of the directors of the institution. Such an 
officer might very properly have it assigned to him as a duty to report to some 
public department any failure that might take place in complying with the 
legislative requirements by such institutions as those to which reference is now 
being made. He might also be made either the official prosecutor for penal- 
ties, if they be imposed by the Act of Parliament, or to give directions to some 
one else to discharge that duty. The want of such an officer, or of such 
duties assigned to some officer, seems to have been felt by the present regis- 
trar, who, with a perfect personal knowledge of many omissions in matters 
which ought to have been performed, states himself to be powerless as to the 
application of any remedy. I rather think also (and I am now speaking of the 
interest of the policy-holders, not of the interests of the life assurance com- 
panies) that having reference to the assured's interest and its magnitude, it would 
be a great improvement upon any system of registration, if it were established 
that a very full return from such an office should be made annually, either to a 
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public department or to Parliament ; I should say to Parliament in preference, C. Ansell, Esq. 

because in all f)robability whatever information might be given, would then be 

ordered to be printed, and would be made useful for public inspection and ex- 5 May 1853. 
amination. On some one occasion, probably at this time, I believe, notwithstanding 
it would certainly involve some expense, it would be most useful that Parliament 
'should call for a return from the present registrar of Joint Stock Companies, of 
every document and paper that has been registered with him since November 1844, 
when the present Joint Stock Registration Act came into operation. The deeds 
of settlement would be found to contain a great deal of valuable information as 
to what was done, and what was omitted to be done ; those would be the longest 
-documents, and the documents about which the greatest difference of opinion 
might exist as to the desirableness of printing them. But there is another class of 
documents in tlie Registration Office, viz., the lists of the shareholders, and the 
modes in which the present law is carried out with reference to making up the 
capital, which I am persuaded would be most interesting and useful, if known to 
those who are now directing their minds to the inquiries which form the subject 
of this Committee's labours. It is true that all those documents are now open to 
the inspection of the public, on payment of a very small fee, I think a shilling ; 
but there is frequently a great objection to persons who desire the information 
which those documents contain, taking the trouble to obtain it, because there is 
.the loss of time in going to the registrar's office for it ; then, the waiting for a 
turn to have the document produced ; and although there is every disposition, I 
believe, on the part of the officers to give every possible aid, there is very limited 
accommodation for the inspection of those documents. There is also a further 
objection, that the documents relating to any one institution are kept in a portfolio 
by themselves, and they are written in all sorts of handwritings, and in all sorts of 
sizes. The principal other point which I wanted to put on record was, that 
in reference to the accounts, or rather returns, which I suggested it might be 
desirable to have returned periodically, it would be quite essential that every class 
vof assurance made in the office should be kept at the proper place, and the con- 
ditions under which each class of assurances might be made, should be distinctly 
stated at the head of whatever list might be put in, and referring to each particular 
class, so that if a premium in one class of assurance should be made payable during 
the whole of the assurer's life, such policies should be kept entirely distinct from 
another set of policies where the premiums had to cease at a particular age, 
inasmuch as the applying of any data to a valuation would give a different result 
in the one case and in the other* 

859. That would all come out, would it not, in the valuation of the general 
business of the office ? — Yes, if properly made. 

William Thomas Thomson^ Esq., called in } and Examined. 

860. Chairman.'] YOU are an Actuary by profession, 1 believe? — ^Yes. W. T. Thwnson^ 
86i: What offices are you connected with ? — I am manager of the Standard Esq. 

Xife Assurance Company, and of the Colonial Life Assurance Company. 

862. Those are both Scotch offices ? — ^They are. 

863. Has your attention been called particularly to the working of the Act of 
1844? — I bave examined the Act, and watched its progress. 

864. Have you any suggestions to make as to the incompleteness of the Act 
for the objects it had in view ? — I think it is incomplete in many respects, and has 
not worked efficiently. 

865. Will you state to the Committee in what respects it is deficient?— First, 
in the absence of any provision as to the amount of capital to be paid up, and 
the want of sufficient provision as to stock and shares generally. Secondly, in the 
absence of sufficient power in the hands of the registrar to require returns and 
inflict penalties, and also the small amount of these penalties. Thirdly, in the 
absence of any provision in the Act as to the particular form of balance sheets 
to be recorded, and the want of distinction between ordinary and investigation 
-balattce sheets. Fourthly, in the want of a proper officer, practically acquainted 
with the constitution and the practice of life assurance societies, and the principles 
upon which they proceed, and the consequent want of proper information on the 
part of the Government as to the f^rogress of these institutions. 

866. Do you mean a public officer ?— Yes, an actuary or auditor ; a proper 
officer qualified to examine and understand the accounts and proceedings of sucti 
•societies. 
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/F. T Thornton, 867. You mean an officer on the part of the Government, to have the general 

^^^l; su|>erintendence of that department ? — I do. 

r MayiSr^. 868. Will you state any other points ? — The responsibility of the partners in a 

joint slock life assurance offitre ceasing after three years, under the 66th section of 
the Act, I consider oi)jectionabIe. Tliese are generally the objections I entertain. 

869. Have you any su^igestions to make with a view to remedy the evils of 
which you complain r — I have made a few notes of ttie leading suggestions which 
I Hould beg to oflfer, I should say, first, that a separate Act should be applied 
for, applicable exclusively to the registration of assurance associations, and extend- 
ing to the whole United Kingdom. 

870. You would keep assurance associations separate from other joint stock 
companies r — Yes ; from all other joint stock companies. I should also say that 
the capital of each new company should be fully subscribed, and the deed of 
settlement deposited with the registrar, before the company be entitled to com- 
mence business in a proprietary office. 

871. When you say the capital subscribed, would you require that any portion 
of it should actually be paid up? — Yes, I should say 50/. shares, with not le^s 
than 50 partners, and 10,000 shares; not less than 2I. per share to be called up, 
and one half to be deposited with the Government. 

872. You propose then that 20,000/. of capital should be actually paid up, that 
one half of that should remain in the hands of the directors, and that the other hc^lf 
should be deposited in Government securities? — Yes. 

873. Being under the control of the Government? — ^Yes. 

874. Are there any other regulations that you would think desirable ? — I should 
say that no mutuul office should be allowed to commence without 200 promoters, 
and a deposit of 1 0,000 Z. with the Government 

875. Should you propose 10,000/. in that case to be the whole paid up capital? 
— Yes. 

876. Nothing being left in that case with the directors ?~No stipulation that 
there should be ; being a mutual office, they might subscribe a further fund among 
themselves to carry the business on. 

877. In what funds would you invest the 10.000/. ? — In Government securities. 

878. Under the control of the Government? — Yes; I may quote a precedent 
for that with reference to another country. 

879. You consider some paid up capital, both in the case of proprietary offices 
and mutual offices, absolutely necessary for the purpose of defraying the prelimi- 
nary expenses and early contingencies of the office? — I do. 

880. And it is with that view you recommend that this paid up capital should 
be provided for? — It is one reason. 

881. Would one of your views, in requiring that paid up capital, be, that you 
should have some test of the respectable position in society of parties promoting 
new assuiance offices, and also of their bond fide intentions with regard to- 
the public? — Certainly. 

882. Are there any other suggestions you would wish to make with the view of 
removing the evils of the present system r — ^Yes, the recoixling of annual balance- 
sheets. 

883. Has your attention bten called to the present balance-sheets published ? — 
Yes, 1 have examined them. 

884. Do you think they are sufficient for the purpose they have in view? — 
Some of them are quite unintelligible; from others you can deduce what the pni- 

• gress of the company has been. 

885. Would you be able to judge by any of them of the condition of an office ? 
— Within a few years from the establishment of the office, a fair deduction may be 
made from its receipts and expenditure, how far it is solvent or insolvent, assuming 
it has no capital to fall back upon. 

886. WLen you speak of capital, do you mean a capital subscribed by the 
partners ? — Yes. 

887. Not an accumulated capital ? — No, a subscribed capital. 

888. In a former answer you allude to ordinary and investigation balance- 
sheets ; will you explain to thje Committee what you mean by that distinction ? — 
By an ordinary balance-sheet I mean a balance-sheet which shows the result of 
the cash transactions of the office (as recorded from day to day) at the end of par- 
ticular periods, when the balances are struck. By an investigation balance-sheet 
I mean the adjusted balances of accounts after Evaluation of the assets and liabili-^ 
ties of the institution. 
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By an ordinary balance-sheet do you mean an annual balance-sheet, and 
investigation balance-sheet do you mean a periodical balance-sheet ? — 



fF. 



T. Thomson y 
Esq. 



. Running over a few years ? — Yes. 

. Have you any observations to make to the Committee as to the form in 
the annual balance-sheet should be given ? — I have prepared a form to 
which I have already given publicity. 

892. Can you describe to the Committee the principle on wliich that balance- 
jjheet is formed ? — I do not know that I can describe it in any other way than by 
statinjj that it will show fully the receipts and expenditure^ and progress of the 
accumulated fund. Taking the company from its commencement, it will consist of 
a record of the cash transactions of each year brought to a balance in the ordinary 
mercantile manner. After an investigation, it will consist partly of values brought 
forward, and partly of cash transactions. 

893. Do you mean by that, that it will show the receipts and expenditure of 
tlie year ? — The receipts and expenditure of each year as stated on opposite aides 
of the ledger. 

894. An account current of the transactions of the year ? — Yes ; the balance- 
sheet relates not only to the period which elapses between the formation of the 
company and its first investigation, but it is also suitable for a company during 
its subsequent progress. At investigations the balances of the accounts require 
to be written off to an investigation account, and the new balances proceeding on 
the valuation of the company's affairs are brought from that account, which 
balances then form the basis on which the conipany recommences its proceedings ; 
to these balances its cash transactions are added till the next period of investiga- 
tion, when the same process is repeated. 

895* Generally speaking, what you mean by an annaal balance*sheet is sim|)l]r 
an account current of the transactions of the year, and by an investigation 
balance-sheet you mean a valuation of the assets and liabilities of the otKce at 
particular periods? — Yes. 

896. Do you happen to know what the practice is with regard to assurance 
offices in the United States ? — Yes, I have made inquiries into the subject ; and 
i produce an extract from the Act of the State of New York of 1849, '*To provide 
for the incorporation of insurance companies,*' and another Act of the same State, 
of 1851 9 '' In relation to all oompanies transacting the business of life in^irance 
within this State." 

897. Will you hand them in ?— [7*e sa$ne are delivered m.] 

898. With reference to the control which the state of New York exercises over 
their offices, somewhat analogous to the control which we attempt to exercise by 
the Joint Stock Companies' Acts which we have been discussing, will you describe 
to the Committee as well as you can what the practice in that state is ? — They 
require a deposit in the handa of the Government, or on securities of which the 
Government approves, to the extent of 100,000 dollars, or about 25,000/. in 
rmmd figures. By these Acts an officer called a comptroller is appointed, with 
certain powers with reference to the offices. 

899. Will you describe as well as you can the powers he has ?— Clause 5 of 
the Act of 1851 provides, ** That it shall be lawful for the comptroller, when- 
ever he shall deem it expedient so to do, to appoint one or more competent 
persons, not officers of any life insurance doing business in this state, to examine 
into the affairs of any life insurance company incorporated in this state, or doing 
business by its agenU in this state, and it shall be the duty of the officers or 
agents of any company doing business in this state, to cause their books to be 
opened <br the inspection of the person or persons so appointed, and otherwise 
to facilitate such examination so far as it niay be in their power to do ; and for 
that purpose the comptroller, or the person or persons so appointed by him, shall 
have power to examine, under oath, the officers and agents oi any company 
relative to the business of said con)pany ; and whenever the comptroller shall 
deem it for the interest of the public so to do, be shall publish the result of such 
investigation in one or more papers in this state/' Then the (ith clause provides, 
that, ** Whenever it shall appear to the comptroller, from exaunnation made under 
his direction, that the assets arc not sufficient to insure the outstanding risks of 
any company incorporated in this state, he shall communicate the fact to tlie 
Attorney-general, whose duty it shall then become to apply to the Supreme Court 
for an order, requiring them to show cause why the business of such company 
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ir. T. Thomson, should not be closed, and the court shall thereupon proceed to hear the allega- 

Esq- lions and proofs of the respective parties; and in case it shall appear to the 

j^ « satisfaction of said court that the assets and funds of the said company are not 

^ ay 53- suflBcient as aforesaid, the said court shall decree a dissolution of said company, 

and a distribution of its effects, including the securities deposited in the hands of 

the comptroller. The Supreme Court shall have power to refer the application of 

the Attorney-general to a referee to inquire and report upon the facts stated 

therein/* 

900. The clause you have just read provides for an investigation at such times 
as the comptroller may think fit ; does the Act provide, or is it the practice for 
an investigation to take place periodically? — Periodical investigations are not 
prescribed by the Act. 

901. There is only a power given to investigate at any time the comptroller- 
may think fit ? — Just so. 

902. There is no periodical investigation takes place as a matter of course ? — 
There is not. 

903. Do you happen to know whether these powers have been frequently acted 
upon? — The last Act was passed in April 1851 ; I am not aware whether it has 
been acted upon in respect of such investigations. 

904. You do not know what has taken place under it? — I do not, except that 
the clause as to paying up so large a capital has closed a number of ofiices. 

905. Did you say that a portion of the capital paid up was left in the hands or- 
under the control of the government ? — Invested in securities satisfactory to the 
government. 

906. Is there any proportion of that amount of capital continuing at all times 
to be invested ? — 1 believe it is put in the names of parties resident in the state of 
New York. The Act of 1849 provides " that the company shall furnish evidence 
to the satisfaction of the comptroller of the state, that such company has invested 
in the stocks of this state or the United States an amount equal to the amount 
of capital or security required by this Act, and such stocks are held in trust- 
by citizens of this state for the benefit and security of such as may effect insurance 
w'ith him or them." 

907. The money which is so paid up is invested in the names of trustees? — 
Yes. 

908. So that the directors have no immediate control over it? — They have no* 
immediate control over it. 

909. Are we to understand that you are in favour of the publication of accounts^ 
such as you have described, the ordinary account and the investigation account? 
— Not of the annual balance-sheet ; I think that should be recorded for the 
information of the Government solely. 

910. You think the annual balance-sheet should be confined to the knowledge 
of the Goveniment ? — Yes, of the auditor and the Government. 

911. But with regard to the periodical investigation balance-sheets ? — I pro- 
pose that they should be accessible in the same manner that the balance-sheets^ 
are under the present Act. 

912. A difficulty has been started by former witnesses with reference to taking 
what you term the investigation balance-sheets, viz.^ that the data on which such 
balance-sheets should be taken vary so very materially according to the practice 
of different offices, that it would be very difficult to form any such balance-sheets 
on a common principle, as would be satisfactory to the public, or to a public 
officer ; do you conceive that that difficulty would exist ? — I have prepared the 
form of a balance-sheet which I think gets the better of that difficulty. I would 
not propose to dictate the basis on which any office should make its calculations. 

913. Do I understand, then, you would propose to make an investigation 
balance-sheet, common to all offices, irrespective of their own, or that you would 
accept a balance-sheet as made by each oMce on its own principles, with the 
knowledge and supervision of the public officer to whom you have referred? — 
I would require them to throw their balance-sheets into a particular form, which 
form should be embodied in the Act of Parliament, and which should be such a 
form that there would be no difficulty in any office complying with it. 

914. The common form which you would propose would be such as would 
not throw any material impediment in the way of the different offices, although 
using different data, in making out a balance-sheet in a satisfactory way ? — Quite so. 

915. When I use the words different data, I understand the three elements on 
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irhich offices differ in their estimate consists, first, of the mode in which they W. T. Thomson,. 

estimate mortah't}' ; second, of the rate of the interest at which they suppose they ^®^- 

are going to employ their capital ; and thirdly, in the margin, or what I believe ^^ ~ 

you call technically the loading of the arithmetical premium, which they think ^ ^^ ^ ^^' 

necessary for safety in the conduct of their business ; now in all those three items, 

there may be, in different offices, different data, on which their calculations are 

made ; do you intend, in the common torm to which you have alluded, to adopt 

the data as used by the different offices, applying them after their accounts are 

made out to one common form for general information ?— Not to adopt the data, 

but the balance-sheet would be in such a form as to i^how the result in each office, 

according to its own way of estimating, valuing, and stating its accounts. 

916. And I suppose the Committee may understand that although different 
offices use different forms, or at least different data, in respect to these three 
elements, yet that there is a margin even in those differences, within which, 
although they may disagree in the exact principle, they would still agree that, 
speaking in general terms, they were safe and fair data to take ? — It is a very 
extensive subject, the subject of valuations, and one as to which there would be a 
difficulty in giving a very concise answer. 

917. I do not wish you to give an opinion as to the different modes by which 
computations are made ; all that I wish is that you should express your view as to 
whether, for general purposes, it would be safe to take the data which is employed 
by almost all the respectable offices, however much they may differ in opinion as 
to the precise form of data which they ought to take, inasmuch as I understand 
the variation is not so great, but that any one of the practices may be taken as a 
fair indication of the condition of the office? — Generally speaking, and assuming 
that your question refers to safety only, I am of opinion that the valuations of the 
life assurance institutions of this country of any standing are made in such a manner 
as may be depended upon. I do not think I could go much farther without enter- 
ing fully on the subject of valuations. 

918. Notwithstanding the data may vary? — ^Notwithstanding the data may 
vary in these instances. 

919. And no flagrant case of insolvency could exist under cover of any merely 
slight differences which might exist in different offices as to the mode of taking 
their account ? — I think if the balance-sheets were recorded in the form which 
I propose, it would not be difficult to ascertain whether the office was continuing 
to proceed on a sound basis or not. No flagrant case of insolvency could occur 
from what I regard as slight differences. 

920. Would there be any practical hardship on any of the offices in adopting 
the common form which you suggest, although they keep their accounts in sucJi 
a variety of forms ? — I do not think so ; I think they could throw them into the 
form of the balance-sheet that I propose with perfect ease. 

921 . They might continue to keep their accounts as they do now for their own 
purposes, but they might throw them into the shape which you propose for all 
public purposes without much trouble ? — Quite so. 

922. As well as the annual balance-sheet, have you in your possession what 
you call an investigation balance-sheet ? — I have. 

923. It has been stated that great facilities are afforded in making delusive 
balance-sheets by offices computing the value of their assets at any particular 
moment on the gross amount of the premiums to be received, that is, adding to 
the arithmetical rate of risk a margin for expenditure and other purposes in future ; 
I wish to know, is it your opinion or not that that is a sound mode of valuing the 
condition of the office at any particular moment ?— I object very decidedly to the 
valuation and exhibition in the balance-sheet of the difference between the net 
and gross premiums ; I think the actuary of each office should know precisely 
what the value of the difference is, but I object to its being shown or introduced 
in the balance-sheet, as calculated to mislead, and to induce policy holders, 
directors, and others, to press for its division, or partial division, while it should 
be reserved entire. 

924. If credit is taken on one side of the account for the gross premiums 
which are payable in a given period of time, ought it not be an item of set-off on 
the other side, the probable expenditure and contingent risks as ordinarily calcu- 
lated for in an office as against the loaded part of the premiums on the other 
side? — Yes; by valuation of the loading the whole available fund for expenses, 
and the fund from which the greater part of the profit is derived, is valued ; and 
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IF. T. Thomson^ it is of course necessary to divide the value of the loading from the value of the 
^' net premium, or to place the items on the other side of the account, to show to 

M*y 18^0 what extent the future has been anticipated, 

925. To do otherwise, if I understand the nature of the account, would be to 
anticipate the profits of future years at that particular moment, and to take 
credit for them in the condition of the office at that time ? — Yes, of the whole 
fund for expenses and profit. 

926. Of the profits as well as the future expenditure? — Yes ; I may be allowed 
to mention, however, that these remarks apply to offices based on what is generally 
termed a true or correct table of mortality. 

927. When you say a true and correct table, do you mean a table calculated 
fron) the most modem data as to the actual risk ? — Yes. 

928. Is it the case, that other tables, the Northampton table, for example, 
which is known to be very much above the actual risk, is used to a considerable 
extent ? — It is to a considerable extent. 

929. Then where the Northampton table is used, the calculations are made on 
a basis favourable to the office, with reference to the actual risk involved ? — In 
using the Northampton table of mortality, the net or pure premium is charged higher 
than under more modern tables at most ages, and in that way the loading does not 
appear, as in the case of a more modern or correct table, and the profit develops 
itself by the actual mortality coming out less than the calculated mortality, the 
loading being as it were reserved at investigations by the assumption of a table 
or basis showing a greater mortality than will actually obtain ; these remarks^ 
however, do not apply to all ages under the Northampton Table. 

930. But practically speaking, do not the two systems amount to the same 
thing? — In the first place, if you use a table which shows the actual rate of mor- 
tality, and add to that a per-centage for a margin for expenses and risks, or if you 
use a table considerably above the ordinary rate of mortality without adding so 
much, would not the two calculations result in the same thing ? — Not exactly ; it 
will depend on the tables used, and the per centage added ; but in the case of the 
Northampton table, if the same rate of interest be used, I am not inclined to think 
that the difference can materially affect the position of the office, although I prefer 
dealing with a true table, as an actuary is not safe in dealing with an incorrect 
table unless he tests his results by a correct table. 

931. I think you say you are the manager of the Standard Assurance Office in 
Scotland ? — I am. 

932. Is that an office established under the Act? — No. 

933. Established before 1844? — Yes, in 1825. 

934. As far as you are aware, would your company object to furnish such 
accounts as you describe ? — Not at all. 

935. The other company with which you are connected is the Colonial? — Yes. 

936. Would that have any objection to furnish such accounts ? — None 
whatever. 

937. Have you any objection to state what, in Scotland, is the usual rate of 
interest at which you compute your risks ? — Three per cent. 

938. Can you state to the Committee the proportion in which you consider it 
safe that the assets of the office should be held, so far as regards that portion 
of the assets easily valued, and immediately available, and the portion which 
might be invested in any permanent securities, such as mortgages ? — The 
practice in Scotland is quite diflferent from that in England, and ihe offices 
there have not attained that age at which it almost becomes necessary to accu- 
mulate a fund readily available ; so that, as far as Scotland is concerned, I have 
not had an opportunity of considering the subject, and I have scarcely formed 
a general opinion upon it. 

939. But surely you must, with an office 25 years old, find it necessary to 
have some proportion of your assets or securities immediately available ? — 
No, we do not ; we are as yet accumulating very large sums from year to year 
out of our ordinary income. 

940. Your ordinary income from premiums is more than sufficient to cover 
the claims that become due ? — Very much more ; the income is 200,000 /. per 
annum, and we accumulate more than a half. 

941. In speaking of the investigation account, have you considered the very 
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important feature of the character of the assets in which the accumulated capital W^ T. Thomsomf 

of the company is invested ? — I have. ^^• 

942. Are you prepared to recommend any particular mode in which that ~^ 7 
capital should be stated as to tlie mode of investment ; whether so much in the ^ ^^ * ^^ 
shape of public securities, so much on mortgages on lands, so niuch on loan ? 

Are you prepared to recommend any such statement as that ? — I have recom- 
mended in the investigation balance-sheet that the items of investment should 
be stated in the manner you speak of, in their general character, such as mort- 
gages, debentures. Government funds, Government annuities ; different heads of 
that kind. 

943. Is there any practice in assurance companies of lending much money 
upon personal security ? — It is generally the practice of the younger offices for 
the promotion of business, but when offices come up to be of some standing, 
they generally drop the practice, and confine their investments to mortgages and 
Government securities. 

944. In those cases, I suppose, where loans are made on personal security, it is 
accompanied by an assurance in the office? — Parties are required to effect a policy 
in the office, in connection with the loan. 

945. That is the object to which you referred witli the younger offices, as the 
inducement to make loans of that kind ? — It is. 

946. For the purpose of encouraging business ? — Yes. 

947. In any legislative enactment that you would suggest, would you propose 
to make it necessary that any particular appropriation of the capital should be 
made, such as any particular portion in Government securities, or any particular 
portion in mortgages less available r — No, I should not make any such sugges- 
tion ; I would leave that free for the consideration of the directors of the office. 

948. Under the sole control of the directors of the office, if that is made 
apparent each time, the investigation account is made out ? — Yes. 

949. Have you seen the last Act that was passed in India, with regard to the 
management of joint stock companies ? — I have, the Act of >850. 

950. Is there anything in the provisions of that Act, which you would think 
worthy of being imitated t — There is only one point to which I would beg to 
direct attention, viz., what is called an adjudication of forfeiture. Certain acts 
are called Acts of Forfeiture, and the penalty is an adjudication of forfeiture, 
which removes the company, after a certain procedure, into the Insolvent Debtors* 
Court. The clauses are the 29th, 30th. and 31st: "A registered company 
which shall commit any act which is hereby deemed an act of forfeiture, shall 
be liable to the jurisdiction of the Court for the Relief of Insolvent Debtors, and 
a petition to the said court in the case of such company, shall be prosecuted in 
the same manner as petitions in the case of insolvent debtors ; and in case of 
an adjudicatioTi of forfeiture, the law and practice of the said court, with such 
alterations of the practice as, from time to time, shall seem to the court necessary, 
shall be extended to the case of such company, as in the case of an adjudication 
of insolvency in the case of an insolvent debtor. And adjudication of forfeiture 
against any such company, shall not be deemed an act of insolvency of the 
individual members of such company. An adjudication of forfeiture against such 
company, shall convey to the assignee or assignees appointed the whole of 
the real and personal property of the said company ; and all debts, causes of 
suit, and possibilities of interest, with the like power to sue either at law or in 
equity, as fully and effectually as an adjudication of insolvency against any indi- 
vidual could convey the same by any of the laws now in force, or hereafter to be 
in force affecting insolvents." 

951. Is the committee to understand from the general scope of your evidence, 
that you are in favour of an annual balance-sheet, which should be submitted lo 
a Governnient authority only, and a particular investigation balance-sheet which 
should be made out in some common, well-understood form, and which should 
be open to the public, and that in each case there should be the control of a 
public officer, who should not interfere in any way with the mode in \^hich the 
company carry on its business, but simply so far as to test the accuracy of the 
balance-sheet, as made out on that common principle? — That is the general scope 
of my evidence ; I think the duty of such an officer or auditor should be to watch 
the proceedings of the assurance companies, in order that he might advise with 
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W. T, Thomson ^^^ Board of Trade, or other public body, if he at any time should consider it 
Esq. ' necessary as to the position and progress of sucli institutions. 

952. Would you apprehend any inconvenience to the offices themselves, from 

5 May 1853. ^j^^ existence of such an officer?— It would depend greatly on the judgment of 
the party to whom the duty was entrusted, as 1 should consider it necessary that 
he should be authorised, if an annual or investigation balance-sheet were lodged 
with him which was unintelligible, to call for persons and documents in explana- 
tion of the returns. 

953. Would you give him power to investigate the securities or investments? 
— No ; 1 would throw that upon the directors of the company ; I would take the 
statement of the assets on the affirmation of the actuary and directors, con- 
sidering that it would be injudicious, and relieving the office from a responsiblity 
which they should themselves bear, if an inquiry of that searching nature were 
gone into. 

954. Then the accounts which you refer to would be such as would be made 
out on the assumption that the directors and the actuary were acting fairly, and 
not contemplating a fraudulent account? — Quite so. 

955. You would assume that they would return quite fair accounts?— Yes. 

956. And all you would propose to do would be to see that those accounts, 
so taken on the faith of their being proper accounts, were^ on the face of them, 
such as showed a sound state of the society ? — Quite so. 

957. Mr. MuntzJi Would you propose that the Government officer should have 
a rijiht to refer to the books ? — He should have a right to refer to the general 
books of the Company, and he should be entitled to look into every everything 
necessary to enable him to form a just estimate of the state of the society, in fulfil- 
ment of his duties. 

958. Chairman.'\ That would only be in the case of anything appearing un- 
satisfactory on the face of the accounts ? — Only in the event of the accounts being 
unintelligible. 

959. Mr. Muntz.'] Supposing there were any disposition on the part of the 
company to make out a false account, how could a Government officer check the 
statements without reference to the whole books of the company ? — The general 
books would be quite sufficient for the purpose. 

960. Mr. Geach.] Supposing the officer wished to investigate the securities, in 
order to form a just view of the state of the office ; would you allow him to do it 
then ? — I think it would be dangerous were he to go that length without reference 
to the Board of Trade. 

961. Mr. D. Sej/mjur.] You would leave cases of fraud to be dealt with 
by the courts of law ? — Yes ; you would require a separate officer to watch 
every office in the country, if he were to go so minutely into detail. 

962. Mr. Mullings.'] Supposing in the account there were a statement, *'oa 
mortgage, 200,000/. ;'' would the officer have to take that from the directors as 
conclusive, without reference to the examination of any securities for the purpose 
of making out the account? — ^Yes; I would take the affirmation of the actuary, 
<:ertified by a committee of the directors appointed under their minutes. 

963. Would you make a provision for such a case as this : assuming it came 
to the knowledge of the officer, or he had reason to suppose that a large portion 
of the funds was put out on insufficient security, would you allow him to take the 
return for granted for the purpose of his valuation?— I would give him power to 
report to the Board of Trade, and I should consider it his duty to report every- 
thing that bore on the solvency of the different offices in every way. 

964. Mr. Chambers^ Has it come to your knowledge at all, in the course of 
your practice, thai losses have occurred from mortgages or other securities having 
been insufficient? — Not in Scotland. 

965. Have you known or heard of such cases in England ? — I have heard of 
losses on mortgages by English offices. 

966. Would you allow the officer to inspect the books of a company without 
an order from the Board of Trade, on his first reporting to the Board of Trade 
that the returns were in an unsatisfactory state ? — I think, if the items in the 
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balance-sheet were not intelligible, it would not be necessary to trouble the Board JF. T. Thmnson^ 

of Trade on points of minor importance. If he had serious suspicions of any- ^sq* 

thing being wrong, he should go to the Board of Trade at once, and carry their 

authority along with him. 5 ^iay 1853. 

967. Mr. Mullings^] Is it the practice of auditors, when they audit an account, 
to examine the securities ? — Yes, so far as to satisfy themselves that the deeds 
exhibit that the investment has actually been made. 

968. Chairman.'] Will you proceed with your suggestions ? — ^The next head 
to which I would refer is, the appointment of a professional auditor to examine 
the ordinary accounts annually, and to report to general meetings of the share- 
holders; such reports to be put on record along with the annual balance-sheets. 

969. You would recommend that such an auditor should be appointed for 
every office ? — I would. 

970. Would he be appointed by the directors? — Yes; and the appointment 
should be confirmed by a general meeting. 

97 1- Should he be periodically appointed ? — No, I do not think that necessary, 
although under the Joint Stock Company's Act it is required. 

972. You would make him report on the accounts to the general meetings, and 
make him responsible for the correctness of those accounts ? — I would ; he would 
be a paid auditor, who would undertake the duty professionally. 

973. You would consider it his duty to investigate pretty closely the value of 
the assets and liabilities, so as to be able, not only to speak to the arithmetical 
accuracy of the account, but also generally to the condition of the society being 
as it appears upon the face of the account i^ — As far as the cash transactions of 
the' company is concerned, but not with regard to the valuation or actuarial de* 
partment of the business. I may here be allowed to explain, that all Scotch 
offices have a professional auditor who acts in this manner. He is generally, I 
may say invariably, an accountant ; and I may further explain, that the body of 
accountants in Scotland hold a different position from the same body in England, 
their professional duties being more extensive and more responsible. They 
occupy the position of assignees in bankruptcy ; to their charge is committed the 
management of trust estates of very large amount ; from that body are generally 
chosen the tutors and curators appointed by the Court of Session to take charge 
of the affairs of minors^ or persons incapable of acting for themselves; and, generally 
speaking, they hold a position which entitles them to the full confidence of 
those interested in life assurance companies, that an audit on their parts will be 
conducted in the most satisfactory and searching manner. 

974. They are intrusted with a great deal of business under the Scottish 
courts ? — They are. 

975. They are employed professionally by the judges, in a great many pro- 
cesses under the Scotch law ? — If a point of accounting arises in a process, a 
remit is made to an accountant to report. 

976. They are almost in the same position as the Masters in Chancery in 
England ? — Yes ^ I should have instanced that. 

977. In fact they are highly responsible public officers f — ^They are highly 
responsible professional men. 

978. We have no body of professional men in this country that you are aware 
of which corresponds with that body in Scotland? — No, you have not. 

979. They perform the duties of accountants with the duties of Masters in 
Chancery ? — Quite so. 

980. Mr. Cowan.] Are they not members of the Institute of Actuaries, a good 
many of them ? — ^Yes, a good many of them ; and I may mention from the body 
of accountants a great number of the assurance managers in Scotland have from 
time to time been chosen. 

981. Being officers of the courts, and under the control of the courts, would 
they not be amenable to punishment by the courts if any case was brought forward 
of malversation on their part in performing the duties of their office ? — ^They are 
not officers of the courts; they are merely professional men; they are not even 
incorporated in any way ; they have taken up the position I have mentioned chiefly 
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W. 7. ThoMsony by the tone given to the profession by two or three men of high character and 
^^- standing with whom the profession originated. Although they are not incor- 

porated in any way they hold the position I have referred to. 
^^ ^ 982. Chairman.'\ Still it would be in the option of any Lord of Session to 

employ, or not to employ, or to remit, or not to remit, certain questions to an 
accountant whose character bad been in some degree damaged, by having made 
an inaccurate statement to a body of proprietors with reference to an assurance 
company ? — Quite so. 

983. The reputauon of such a person would suffer in consequence?— Cer- 
tainly. I may further explain, that the Court of Session has lately appainted an 
accountant, who is called the Accountant of the Court of Session. I may also 
add, that within the last few weeks the accountants of Edinburgh have met 
together, and formed themselves into an institute, which is called the Institute 
of Accountants, but they possess no charter or other bond of incorporation in any 
form ; I believe it is their intention in some degree to follow it up by application 
for a charter, or something of the kind. 

984. Then you would propose that the officer you have just referred to, the 
auditor, should make a report annually to the shareholders, and that he should 
also be responsible for the accuracy of the annual account, as furnished to the 
public officer to whom you have referred ? — That he should sign it, and verify 
it; I do not know to what extent he could be made responsible beyond mere 
professional responsibility. 

985. How does that mode differ from that which is now adopted at the assur- 
ance offices where they have their auditors, who do sign their accounts, and testify 
to the correctness of them ? — I am not very fully acquainted with the practice in 
England, but I am inclined to think that in many instances auditors are appointed 
who are not professionally acquainted with accounts, so as to enable them 
thoroughly to investigate them. The auditor in Scotland examines every 
voucher, and investigates every account by a detailed process, to satisfy himself 
that every premium and every payment to the office, which ought to have been 
received during the year, stands at the credit side of the proper account in the 
ledger. 

986. Mr. Mullings.'] Do not the auditors in the assurance offices here do the 
same thing? — ^I believe they do not make so detailed an investigation in every 
instance as that I have referred to ; I know in some instances it is not so carefully 
done. 

987. Chairman,'] Have you any other general observations to make with 
reference to the mode in which you would suggest any improvement in the 
present mode of conducting assurance offices ? — There is one remark I w^ould wish 
to make, which is with reference to borrowing money by Life Assurance Com- 
panies. I do not think it would be proper to debar companies altogether from 
borrowing money on any occasion, from their bankers for instance, but I think 
an amount should be fixed below which they should not be allowed to take up 
money on loan or deposit. 

988. You think a minimum should be fixed ? — I think there should be a mini- 
mum. I refer to the practice I have observed of offices undertaking to receive 
deposits in sums of less than 1 I. even as low as 5 «., which I conceive to be a 
very dangerous practice, particularly in life assurance agencies throughout the 
country. 

989. Will you hand in the forms of balance-sheets whicb you would require to 
be made by assurance offices?— Yes; the first is a proposed form of annual 
balance-sheet, which I think should not be made public ; it should only be de- 
posited annually with the Government officer I suggest should be appointed. 
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No. I. 
PROPOSED FORM OF ORDINARY BALANCE SHEET. 



InT««- 
tigftlion 

in 
16 



To Ptoprietora* Aocount : 
Amoant of call on Stock at 
per share - - * £• 

To Propnetort* Bonm Aeoount : 
For additioiis to Stock at the 
foOowing period* : 

18 
18 

To Premiom Aocount with Profits : 
Whole Term — Single Lives : — 
(Amount receiTed without De- 
ductions. ) 
Annual Payments - - - 
Single Payments ... 

To Premium Account without PnAti , 
Whole Term — Single Lives: — 
(Amount received without De- 
ductions.) 
Annual Payments ... 
Sngle Payment . - . - 

To Ptonium Account -, Slmrt Pe- 
riods ..... 
(Amount received without Deduc- 
tions.) 

To Premium Aocount; Joint Lives 
without Profits - . . 
(Amount received without Deduc- 
tions.) 

To Premium Account; Survivor- 
ships without Profits 
(Amount received without Deduc- 
tions.) 

To Annuities : 

Amount received for Annuitiet 
sold 

To Deferred Annuities : 

Amount received ... 

To Endowments : 

Amount reodved ... 

To PoUcies ; Bonus Account : 

Single lives for declared Addi- 



Joint Lives - - ditto 

To Interest Aocount : 

For Interest on the Comptny*s 
Investments ... 



Values. 



Receipts. 



18 



18 .18 



18 



18 



By Expenses: 

Ordinary Expenses - - j8. 
Commiinion - . • • 

By Dividend Account : 

For Dividend at the rate of 
on£ 



By Qaims Admitted : 

1. Policies with ProfiU - 

Whole Term - - . 

2. Policies widMmt Profits 

Whole Term . . - 
Short Periods - . . 
Joint Lives ... 
Survivorships ... 

By Policies, Bonus Account: 

Bonus in Connection with Claims 
Admitted .... 
Deduction allowed from Premi- 
ums originally stipulated in 
Policies .... 
Paid for Surrender of Bonus 

By Surrender Values : 

Amount allowed for Surrender of 
Policies .... 

By Annuities : 

Amount Paid - - . . 

By Endowments : 

Amount Paid- . . . 

By Re- Assurance: 

Amount Paid (Aocounts as per 
contra) .... 

By Investments and othar Funds : * 

1. Mortgage of Landed 

Estate . £, 

2. Government Secu- 

rities 

3. Annuities, present 

Value 

4. Reversions, present 

Value 
d. Debentures * 

6. Personal Security . 

7. Arrears of i4«. 

uMoms, S(c 

8. Agents' Balances . 

9. Sum in Bank 

10. MisceHaoeous Ba. 



€. 

Deduct Claims and Bonus 
Additions admitted, but 
not Paid • . . 



Values. 



Inves- 
tigation 
in 
18 



6. 



t 



e 

B 
H 



! 

I 
3 

I 

2L 
a 



Expenditure. 



18 .18 . 18 . 

J I 



18 



18 



* The Investments and other Funds should be given in full ^ach year, but 
would only be carried to the Total Column. 

^^o^e.-Various other Accounts might be added, and the Branch, of A.«iran«s might be divided, but a. the foregoing is merely suggestive, it is 

th«nil^tK*7Y^.^'*?'^/^ ^Y"^ ^x."^ "^'* on Ae part Of the Govermnent Auditor, as well as to incukate a wholesome practice on the offices 
5^^ ^ 2!!!^,,''''^^^**^^^?l*'"^^*^**^^ ^ total only, columns should be introduced for th^^j^hioT^^ 

a^ual balances, ft^ the commencement of the Company tin the first Investigation, Ind theredter from one Investigation to another ks ^LT^^Tt «nual 
transactions would thus be seen at one view, separately as weU as conjointly. »nnuat 

Witness.] I also hand in a proposed form of investigation balance-sheet, to be 
recorded in like manner with the public officer; and I propose that this should be 
accessible to the public. 

[The Witness delivered in tie same^ as follows ;] 
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No. II. 

PROPOSED FORM OF INVESTIGATION BALANCE-SHEET. 



To Proprietors' Account : 
Amount of call on stock at £ 



pershare . - . - 

To Pioprietors' Bonns Account : 

Additions to stock at former periods of division of profits 

To Premium Account witK Profits — Whok Term — Single 
Lives: 
Value of L capital sum assured, calcnlated bj 

Tables at per cent, interest ----£. 

Deduct value of L Annual Premiums, calculated 1>7 

Tables at per cent, interest 

Annual Premiums receivable on Policies, £. 
Annual Premiums valued above ... 



^} 



Amount not valned (sum not to ) ^ ' 
be extended) - - -j^* 



Add proportion of current Premiums ... 

To Premium Account without Profits — Whole Term- 
Single laves: 

Yolue of L capital sum assured, calculated bj 

Tables at per cent, interest ----£. 

Deduct value of L Annual Premiums, calculated by ) 

Tables at per cent, interest - - -j 

Annual Premiums receivable on Policies, £. 

Annual Premiums valued above - - - 



Amount not valued (sum not to ) ^ ~ 
be extended) - - -)** 



Add proportion of current Premiums ... 

To Premium Account — Short Periods : 

Proimrtion of current Premium on Policies . . - 

To Premium Account — Jomt Lives without Profits: 

Value of L capital sum assured, calculated bj 

Tables at per cent, interest •---£. 

Deduct value of L Annual Premiums, calculated bj \ 

Tables at per cent, interest • - - ) 

Annual Premiums receivable on PollcleB, £. 
Annual Premiums valued above ... 



Amount 



mt not valued (sum not to ) . ' 
be extended) - - -J** 



Add proportion of current Premiums 



To Premium Account— Survivorships without Profits : 

Value of L capital sum assured, calculated bj 

Tables at per cent interest ----£. 

Deduct value of L Annual Premiums, calculated bj 

Tables at percent. Interest 

Annual Premiums receivable on Policies £. 
Annual Premiums valued above ... 



'.\ 



Amount not valued (sum not to ) . 
be extended) - - -)*• 



Add proportion of current Premiums 



To Annuities: 

Vahie of L per anniun, amount payable bj Office, ) 

calculated by Tables at per cent, interest ) 

If ale Lives £. 

Female Lives . - - - - 



To Deferrred Annuities : 

Value of L per annum, amount payable by Ofllce, calcu« ' 

• latcdby Tables at percent, interest - £.^ 

Deduct value of L Annual Premiums, calculated by i 



Tables at 



po(tioi^ of citrrei^t ^i^ums « 



per cent interest, lew pro- 



'i 



£. 



LlABILITZBS. 



to kiidoiimfcnUi , , ^ , • 

Value of L per annum, amount payable by Office, catoi- 7 

1 *!!j K» Tables at per cent interest - £• > 

D«i«^1.aJe of L AmiuJVremlumm caladated by^ 

D«luct value oi^^ ^^ ^^ ^^ iniat^t, less pro- \ 

portion of current Premiums J 

To Policies Bonus Account : .,_.,., 4 

cent, interest ...--- 



^ 



By Investments : 

1. Mortgage of Landed Estate 

S. Government Seciuitles ... 

3. Annuities Purchased— Present Value 

4. Reversions Purchased— Present Value 
fi. Debentures .-..-- 
& Personal Security - - , . 

7. Arrears of Interest, Premiums, &c. - 

8. AgenU' Balances 

a Sum in Bank 

la Misodlaneous Balances ... 



By Re- Assunnces : 

Value of cross Assurances dfected with other 

Offices, valued m the same manner as the 

Company's own PoUcles, in the particular 

Class under which the Re-Assuranoes stand 

afBBCted. 
Premium Account— With Profits— Whole 

Term— Single Lives 

Premium Aooount— Without Profits— Whole 

Term— Single Lives . . . . . 
Premium Aooount— Short Periods ... 
Premhim Aooount— Joint Lives— Without 

Profits 

Premium Account— Survivorship— Without 

Profits 



To Claims Outstanding : 



Sums Assured - 
Bonus Additions thereto 



TO PROFITS DIVISIBLE 



, shouW be attached to both Balanc^heets. to be tnade 1^ the Actuary or l£««ger. under the A^ 
'ui'o^?^u"tf3Si?'^^ 
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900. Mr. Chambers.'] 1 think you mentioned that an Act of Parliament was ^ j Thomson 
passed in America in 1851 ; do you know what the slate of the law, with regard ' Esq. ' 

to assurance societies^ was in America before that Act passed ? — Tliere was a pre- 

vious Act in 1849. 5 Maj 1853T 

991. Was the Act of 18.51 an amendment of that of 1849? — Yes; the last 
section of the Act of 1851 repeals " so much of the Act passed in 1849 in rela- 
tion to the incorporation of insurance companies as is inconsistent with the 
provisions of this Act;" 1 have only an extract from the Act of 1849. 

092- Do do you know whether the second Act was in consequence of any 
investigation into the subject on the part of the House of Assembly at Washing- 
ton ? — I am not aware of any particular investigation ; I believe it arose from a 
suspicion of imsoundness in the mode of conducting the business of life assurance 
in the United States. 

993. To meet some supposed evil ? — Yes. 

994. You do not know whether any evils were proved to exist, or whcither they 
were only apprehended ? — I think they were proved to exist. 

995. Are you of opinion that any Legislative interference at all should take 
place with regard to existing assurance societies? — I propose that assurance 
societies should come under the regulations, 1 have already explained, as to their 
recording their balance-sheets, and so on. 

996. But are you of opinion that anything should be done in the way of legis- 
lation with reference to these companies ? — I have already stated, in a previous 
part of my evidence, that I thought a separate Act should be applied for, and I 
sujigesled some leading regulations. 

997. You have spoken of investigation balance-sheets, and you have handed in a 
form ; I assume in tliat form you get over all the tephnical difficulties connected 
with drawing up such a document? — I have endeavoured to put it in such a 
shape. 

998. But when it is filled up and returned, are you of opinion that it will be 
of the slightest service to the public by conveying an accurate notion of the sol- 
vency of the society? — 1 do not think the public, generally speaking, can of 
themselves understand the balance-sheet of an assurance company ; but I think 
an investigation balance-sheet in this form will be in such a state that those con- 
nected with the profession will be able to form a very decided opinion upon the 
subject. 

999. Do vou think they will be able to form a correct opinion as well as a 
decided one r — I should say if it is decided it must be correct, so far as depends 
on the individuaPs judgment. 

1000. With reference to mutual assurance societies, do you think that a depo- 
sited capital would be necessary ? — Yea ; I slated so in the early part of my 
evidence. 

1001. You think it desirable? — I think it desirable that before starting they 
should deposit io,ooo/. with the Government, and that there should be 200 
promoters. 

1002. Have you made up your mind who should be the parties who should be 
called upon to pay that sum? — The promoters should pay it. 

1003. Do you mean the directors ? — I would not interfere with the mode in 
which It is procured. If 200 persons agree to start a mutual ofEce, which shall 

be for their mutual beneBt, they should find the funds for that purpose. • 

1004. Should that deposit be repaid at any period? — It is a difiicult point; it 
might be worthy of consideration whether it might not be repaid in whole or in 
part after the first investigation of their affairs, supposing the result to be satis- 
factory ; but upon the whole I am inclined to think that it should remain, like the 
10,000/. deposited by proprietary companies, in the hands of the Government. 

1005. What would be done with it eventually? — It would be invested in the 
names of trustees, and would be repaid when the society was brought to a close, 
or was wound up, after satisfying its obligations. 

1006. You think it inexpedient for persons to agree together to assure each 
others' lives, except under a condition of that kind ? — I do. 

1007. Mr. MuntzJ] Would the interest be paid to the parties depositing the 
money, or would it accumulate? — It would be paid [jeriodically. 

1008. Chairman.'] The interest would be paid to the parties who subscribed 
4he capital ? — Yes. 

1009. Mr. Mwwte.] You would recommend so much money to be deposited ; 
0.^55, N would 
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W. T. ThomsoHj would that be because you think the tables on which the premiums are Ibunded 
Esq. are not correct? — An assurance society may adopt any tables they please. 

■ 1010. Generally speaking, do they adopt correct tables? — Yes ; I think almost 

5 May 1853. all assurance societies adopt safe tables of rates, but I should not like to give any 
opinion as to their continuing to do so. 

1011. Mr. Chambers.] Are you of opinion that the Legislature should interfere 
to regulate the rates of premium? — No ; certainly not, except to such extent as 
the proposed oflScer might think it necessary to interfere. 

1012. Are you aware of any evils which have occurred from the present state 
of things? — It is more in ihe future than in the p^st that the evil lies. I 
think there is abundant evidence to show an inclination to go wrong. In an 
assurance company it may take a long time before evils become apparent. 

1013. Mr. Muntz.'] Has the case of any assurance company come to your 
knowledge where improper tables have been used ? — Some tables have been used 
which I would not like to certify. 

1014. Mr. Chambers.] As to what is a proper rate of premium is quite a 
matter of opinion among scientific men, upon which they differ? — ^II is so far a 
matter of opinion, although sound actuaries I conceive, in the present day, are 
very much agreed ias to what are proper rates. 

1015. Mr. Mullings.] Might it not happen if there were to be an office founded 
not bon&fide^ they might accept lower premiums, as we have heard of before, for 
the purpose of acquiring funds, and after getting those funds, might they not 
come to what is called a smash ? —That is quite possible. 

1016. Is that what you would guard against? — Yes, as one point twter alia, 

1017. Did you ever hear of such a case happening as, an assurance office 
setting up business with rates of premium too low, and then coming to a smash ? 
— No ; as yet there has been no time, I think, for a smash to take place with 
recent companies. 

1018. Mr. D. Seymour.] When you spoke of the United States as to that law 
requiring a deposit, is that applicable to the whole of the States? — No, only the 
Stat^ of New York ; some of the other States have, I believe passed similar laws, 
or attempted to pass them. I may state with reference to our own colonies, that there 
is a Bill before the Legislature of New Brunswick, l)y which they are endeavouring 
to have a somewhat similar law, not as to a deposit, but as to publication of 
accounts ; they have no native offices of their own, but they dread so much the 
agencies of offices, some from this country, and some from the United States, 
that they liave brought in this Bill with a view to protection. 

1019. lu the Standard Office, of whiclr you have stated that you are the man- 
ager, can you state in what year after the establishment of the office, the receipts 
from premiums first began to cover the liabilities ? — From the very first ; the 
expenses of Scottish offices have been generally very small at first. 

1020. I thought you said that you did not think the accounts of young offices 
should be shown or investigated until after a certain number of years, inasmuch 
as at first the expenses appear to bear an undue proportion to the receipts ? 
— The proportion varies in different companies, sometimes even exceeding the 
receipts by a considerable sum. 

1021. In the case of your office, if the premiums covered your liabilities from 
^ the very first year of your establishment, why should not the accounts be made 

public from the first year in every other office f — The general practice of the pre- 
sent day is not for the expenses of young offices to bear so small a proportion to 
the receipts. 

1022. I thought you gave an opinion as to what ought to he the practice in 
future? — Not with regard to the proportion of expenses to receipts. 

1023. Mr. Muntz.] If your office covered its expenses the first year, and was 
still better the second year, I want to know^, if you believe it possible for assur- 
ance companies to cover their expenses from their first formation, why should you 
require a deposit of capital ? — It is not the case generally that the expenses of the 
early years are so small as to be so much within the receipts. 

1024. It was the case in your office? — Yes ; that office was commenced on a 
small scale, and the expenses were made to bear a proportion to the business. 

1025. Chairman.] Is it the case now that the expenses of offices, at their finft 
formation, are larger then they were? — Yes, speaking with regard to the offices in 
Scotland ; I do not know what were the expenses of offices in £ngland, about the 
period I am referring to, viz. 1825, but I am convinced the expenses of the present 
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day, from what I learn, are very much larger, more especially with reference to the ^^. T. Thommh 
amount of capital employed. ^* 

1026. Mr. MuHingsJ] Competition is greater now, and it requires a greater 

amount of expense and of effort to get business ?— Yes ; I believe, in I^ndon, it ^ May 1853, 
requires more expense to get up an assurance company than it does in the provinces, 

so long as they have no London branch ; the expenses of the direction and of the 
office generally are greater. 

1027. Is not advertising a very large Item in the expenses of assurance com- 
panies?— Very large indeed. 

1028. Also the expense of local agencies?— No; loca lagencies are generally 
paid by commission. 

1 029. Is it not the practice with new offices, to employ local agents with fixed 
salaries, for the purpose, in the first place, of forcing business ? — I have heard so ; 
I have read it in printed publications. 

1030. You say your attention has been called to the registered accounts which 
have been published ; has there been anything which occurred to you as remark- 
able in the proportion of the expenditure to the income ? — Yes ; I think the 
expenditure has been excessive, arising from competition and anxiety to get into 
business. 

1031. Would there be anything on the face of those accounts uhich would 
make you feel in th^ slightest degree uneasy in looking at them as a whole, with 
reference to those particular items ? — I have always ob)ected to the lomping of 
these accounts and drawing deductions from them in that shape ; I think there 
are a great mftny among the young offices that may become very sound institu- 
tions, while there are others which 1 consider it would be better to wind up. 

1032. Mr. MunizJ] Why do you suppose there is more expense in the direc- 
tion of a company being formed in London than in Scotland? — ^The directors' 
fees are generally larger m London, for one item. 

1033. That is a matter of arrangement ? — Such is the practice. 

1034. What are the fees in Scotland ?— Half a guinea, and probably less at the 
commencement, for each attendance ; I know it has been less, but I state that as 
the probable amount at the present day ; that is a larger fee than was given when 
the Standard office was started. 

1035. Mr. Chambers.'] You said you thought with regard to some offices, it 
would be better that they should be wound up ; do you give that opinion on the 
ground of any investigation you have made in any particular case? — I have 
formed my opinion from my examination of the public balance-sheets. 

1036. You judge so from your examination of the public balance-sheets? — Yes. 

1037. You consider that without any further inquiry you are competent, from 
merely examining those balance-sheets, to give a judgment with reference to those 
offices ? — I do. 

1038. Would you be able to pledge your professional reputation, that those 
officers with reference to their finances, arc in any other than a sound state?— I have 
stated my evidence with due regard to my reputation as a professional actuary. 

1039. We have had so many answers given by different persons with reference 
to the soundness of these institutions, that I have attempted to test every witness, 
by asking him to give me something like a reason for his opinion, and I have not 
been altogether successful? — I have already stated the grounds of my opinion. 

1040. If you had any particular apprehension with regard to any of the offices 
returning those accounts, should you think yourself justified in alluding to them by 
name before a Committee of this House? — No; I should not think I was. 

1041. Chairman.'] Have you not been credibly informed that there are offices 
at the present moment in existence, who, if they had been able to dispose of their 
business to others, would have wound their affairs up, and who have not done so 
only l)ecause other offices have refused to accept the offer? — I have heard so. 

1042. Mr. Geach.] Are there not many offices with respect to wliich> if you 
had a friend who applied to you for advice as to whether he could safely insure in 
such offices, you would recommend him to avoid them ? — ^There are many. 

1043. 1 mean apart altogether from your interest as connected with a parti- 
cular office ? — Certainly ;* there are offices I would decline in any way to recom- 
mend, and whose policies I would decline to accept as securities if offered to me. 

1044. Ibe accounts to which you have referred, are those of institutions 
founded since 1844? — Yes. 

1045. You do not go beyond that period ?-— No } I hdve no data. 

0.55. N 2 1046. Your 
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/T. T. Thomson^ 1046. Your answer applies to offices founded since 1844? — ^Yes. 

^sq. 1047. Mr. Muntz.'] Are those Scotch or English offices? — I believe there is 

only one Scotch office which comes under the Act of 1844; some companies esta- 

5 May 1853. blished in Scotland under the Act have ceased to exist. 

1048. Chairman.'] Under what circumstances did they cease to exist? — They 
gave up their business to other offices ; they were founded at a time when a good 
many joint slock companies were founded. 

1049, Mr. MuUings.'] With respect to the practice of one company handing 
over its business to another, is it within your knowledge that frequently consider- 
able balances have been paid for losses which have been sustained, and other defi- 
ciencies have been made up? — I am aware of instances where losses have been 
made up out of the capital of the company. 

10.50. In order to induce another company to take the business? — Yes. 

1051. Do you know from what cause those losses arise; whether in conse- 
quence of the profits of the business no tbeing sufficient co recoup the losses ? — 
Chiefly from exorbitant expenses and insufficient business. 

1052. Chairman.'] Is not that one reason why you would insist upon a capital 
in every case ? — I think it tends to that view. 

1053. Mr. Chambers,'] How many instances have you known of companies 
handing over their business, and having to pay a balance of losses out of their 
capital r— I personally know of four. • 

1054. So that the policy holders sustained no loss in those cases? — They sus- 
tained no loss in those cases except the loss of the profit which they might have 
received if they had joined a better institution. 

1055. Chairm/m.] How would it have been in the case of mutual societies? — 
They would have had to dissolve, and make a division of the fund. 

1056. They would have sustained a loss, provided there was no fund from 
which they could have taken it? — ^Yes. 

1057. In proprietary bodies, if I understand, the proprietors are to a certain 
extent traders in life assurance, who reckon on a profit on account of the risk of 
the business? — Yes. 

1058. In mutual offices do not the contributors raise a common fund, in which 
they are mutually interested with reference to profits ? — That is so ; but with 
reference to the comparison drawn with proprietary companies, it is proper at the 
same time to state that they have now so modified their constitutions as to hold out 
inducements which in my opinion are equal to those afforded in mutual offices. 

1059. Chairman.] But so far as rej^ards an individual member of the commu- 
nity seeking to assure his life in one or other of the proprietary offices, in the 
event of such office handing over its business, and paying a balance 10 the new 
office, the person assuring his life suffers nothing r — Nothing, except that he does 
not gain the benefit he might have had from having joined a belter institution ; he 
has been paying a higher premium for the purpose of profit, and he does not get it. 

io6o* Supposing it was a strictly proprietary office, and that he was not entitled 
to a share of the profit at all ? — ^Then there would be no loss. 

1061. But in the case of a person making an assurance in a mutual office 
without any capital having been provided to meet a loss of that kind, he would lose 
a certain proportion of the sum he had assured pro rata with the company ? — Yes. 

1062. That would be a substantial difference between the two companies, sup- 
posing there was no capital provided in the case of a mutual office ? — Yes. 

1063. Mr. Chambers^] Are you of opinion that a man should not be allowed 
to run that risk if he likes^ but that he should be restrained by legislative enact- 
ment from doing so ? — It is somewhat a difficult question, and 1 have given it 
consideration. I was for some time of opinion that the Government should allow 
parties who set up mutual offices to run their own ^is^ks without any restraint, 
seeing that they have the power of conducting their office themselves ; but prac« 
tically such is not the effect, as persons, especially at a distance, very often join 
these institutions without knowing much or anything of their constitution and 
managtnnent. 

1064. Practically the public do not know the risk they are running ? — No, they 
know very little about it 

1065. Chairman.] Either theoretically, or by experience ? — Just so. 

1 066. Mr, Cowan.] You referred, some time ago, to an office which had been 
lately established, viz. the accountant of the Court of Session; I believe thjft 
office was in connexion with an Act which lately passed for the protection of pupils 

and 
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and minors r — It is ; it is part of his duties to look into accounts in connexion fV. T. Thomson^ 
with the estates of pupils and minors. ^sq. 

1067. Whose pecuniary interests were under the management of various trus- 

tees throughout tbe country ?— Yes. 5 May 1853. 

1068. Does it consist with your knowledge that the appointment of that officer 
has been very beneficial, in so far that parties who have failed to give in any 
account for a number of years, or whose accounts were otherwise unsatisfactory, 
have been brought to book, so to speak ? — I believe it has been of the very 
greatest benefit, the appointment of the accountant of the Court of Session. 

io6g. And that various parties have been cited before the bar of the Court 
of Session by him for having failed in their duties ? — Yes, they have been made 
to account for the estates of pupils and minors which were intrusted to them. 

1070. You told the Committee that the valuations of your office, und of several 
other Scottish offices, were based on your improving your capital at the rate of 
three per cent ? — Yes. 

1071. May I ask whether, in effect, your own funds have been improved at a 
higher rate tlian three per cent. ? — ^"I hey have. 

1072. Is that the case with insurance coroi>anies in Scotland generally? — It is 
the case, 

1073. Is it the fact that the assurance companies, in a great measure, having 
a large amount of funds in their hands, fix, half-yearly, the rate of interest which 
shall be paid upon heritable securities ? — In Scotland the rate of interest on 
heritable securities is fixed periodically, viz., every six months, or three months 
by the trustees' of the fund established for a provlj?ion for the widows of ministers 
of the Church of Scotland, and the trustees of the Writers to the Signet Widows' 
Fund, and other parties who are largely interested in pecuniary transactions. 

1074. Are you able to put in before the Committee, a statement of the rates of 
interest which have been fixed in conformity with these regulations for some years 
past? — I have statements of the rates of inteiest received by the trustees of the 
Fund for a Provision for the Widows and Children of the Ministers of the Church 
and Heads of the Universities of Scotland since 17S4, and of the interest on loans 
made by the Writers to the Signet Widows' Fund since 1822. 

[^The same was handed in, as follows:'] 

Bates of Interest on Landed Security received by the Trustees of the Fund for a 
Provision for the Widows and Children of the Ministers of the Church, and of the Heads, 
Principals, and Masters of the Universities of Scotland, 

The rate of interest from Whitsunday 1784 to Whitsunday 1816, was 4 J per cent 

„ „ Whit&unday 1816 to Whitsunday 1823 - 5 „ 

„ „ Whitsunday 1823 to Whitsunday 1824-4} „ 

„ „ Whitsunday 1824 to Whitsunday 1826 - 4 „ 

„ „ Whiteunday 18-26 to Lammas 1828- - 6 „ 

,, ,, Lammas 1828 to Lammas 1829 - - 4} ,, 

„ „ Lammas 1829 to Martinmas 1830 - - 4 „ 

,^ y, Martinmas 1830 to Lammas 1831 - - 3| ,, 

„ „ Lammas 1831 to Whitsunday 1834 - . 4 „ 

„ „ Whitsunday 1834 to Whitsunday 1837 - 34 ,• 

,, ,, Whitsunday 1837 to Martinmas 1838 - 4 „ 

^, ,, Martinums 1838 to Martinmas 1839 - 3} ,, 

„ „ Martinmas 1839 to Whitsunday 1843 - 4 „ 

„ „ Whitsunday 1843 to Whitsunday 1846 - 34 „ 

„ „ . Whitsunday 1846 to Martinmas 1847 - 4 „ 

„ „ Murtinmas 1847 to Whitsunday 1849 - 6 „ 

„ „ Whitsunday 1849 to Martinmas 1849 - 4j „ 

,, ,y Martinmas 1849 to Whitsunday 1850 - 4 ,f 

„ „ Whitsunday 1850 to WhiUunday 1853 - 3i „ 

Hates of Interest on the Loans on Landed Security, made by the Trustees of " The 

Writers to the Signet Widows' Fund.'* 

To Martinmas 1822 the rate was - - - - - 6 per cent 

From Martinmas 1822 to Whitsunday 1824 - - - 4J „ 

From Whitsunday 1824 to Whitsunday 1826 - - 4 „ ; 

From Whitsunday 1826 to WhiUunday 1828 - - 5 „ 

From Whitsunday 1828 to Whitsunday 1B29 - - 4.i „ 

From Whitsunday 1829 to Martinmas 1830 - - - 4 „ 

From Martinmas 1830 to Lammas 1831 - - - 3 „ 

From Lammas 1831 to Whitsunday 1834 - - - 4 „ 
0.55. N 3 Fr<>"» 
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W. T. Thomson, From Whitsunday 1834 to Whitsunday 1837 

Esq. From Whitsunday 1837 to Martinmas 1838 

From Martinmas 1838 to Martinmas 1839 - - - 

6 May 1853. From Martinmas 1839 to Martinmas 1843 - - - 

From Martinmas 1843 to Whitsunday 1846 - - - 

From Whitsunday 1846 to Martinmas 1847 - - - 

From Martinmas 1847 to Whitsunday 1849 - - - 

From Whitsunday 1849 to Martinmas 1849 - - - 

From Martinmas 1849 to Whitsunday 1860 - - - 
From Whitsunday 1860 to Whitsunday 1853 

1075. Chairman.'] What has been the average rate of interest on heritable 
securities in Scotland, since the peace ? — The average rate for 37 years, since 
1816, has been about 4. 1. 4 s. per cent. ; and the average rate for 19 years, since 
1834, has been about 3 ?. 16 ^. per ceni. 

1076. Mr. Cowan.'] Will you tell us what the highest and lowest rate of 
interest has been during that period ? — The highest rate has been five per cent., 
and the lowest, 3 J per cent. 

1077. It is 31 at this moment? — It is 3 J percent, at this moment, and has 
been so since Whitsunday 1 850. 

1078. Is it your opinion that it will go down to 3 per cent.? — It was pro- 
posed in August last to reduce it to 3 per cent, from Martinmas, and again in 
February last to 3 per cent, from Whitsunday, but it was decided that it should 
remain at 3 J. 

1079. In the event of its going down to 3 percent., do you conceive that it will 
be necessary for assurance companies such as yours, to revise their tables ? — 
We have many other modes of investment to enable us to keep up our rate of 
interest to one or at least a half per-cenlage above the rate of heritable securities. 

1 080. On the average, then, it would be more than 3 per cent, in that case ? — 
It would be 3 J to 4 per cent. 

1081. Some of the Scotch offices, whose calculations are based upon the 
principle of their being enabled to improve their capital at 4 per cent. ; do you 
imagine that such offices may not be under the necessity of revising their rates of 
contribution ? — 1 think they ought to revise them. 

1082. Supposing the interest to fall one-haif per cent, lower than it is at present ; 
is there not a danger to the security of these societies? — Some of these offices 
have very high rates of premium, uhich is, to a certain extent, a safeguard ; some 
of them also have made large reserves in the course of their business ; but I think 
it would be a prudent step if they reconsidered the basis on which they are 
established, with reference to interest. 

1083. That would involve an alteration in the contributions ? — Yes; it would 
involve an alteration in the whole basis of the business, which is a very difficult 
thing to accomplish. 

1084. Chairvian.] Is there any other suggestion you wish to make ? — There is 
a point with reference to the difference between ordinary and investigation balance- 
sheets, which I would wish to explain more clearly. Unless an annual valuation of 
the affairs of an assurance office be made, which is not common, its balance-sheet 
will not show the exact state of its affairs. A proper balance-sheet, where no annual 
valuation is made, should not show the transactions of the past year only, but should 
include the result of the cash operations for each year since the commencement of 
the business, or sjince last investigation of the company's affairs, when the ledger 
balances were adjusted ; and in this latter case, of course, the balance-sheet will 
consist partly of the values brought forward at the investigation, and partly of the 
cash transactions since. It has been asserted that the statements put on record,, 
under the present Joint Stock Companies' Act, are not balance-sheets, but state- 

. ments ot receipts and disbursements only ; but unless an annual valuation, as 
already stated, be made from the first, and effect be given to the same in the books, 
these statements can only show receipts and payments; such a balance-sheet in 
these circumstances is, therefore, the only exponent the office has to exhibit of the 
progress of its affairs. Furthermore, I am confident that the framers of the Joint 
Stock Companies' Act did not contemplate forcing annual valuations on assurance 
societies. The only period then at which the balance-sheet of an assurance 
office can exhibit an accurate state of its affairs, is at the date of investigation, 
after effect has been given to the valuations. If the investigations are annual, the 
balance-sheet should always exhibit correctly the state of its affairs; but if they 

are 
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are not annual it cannot do so, for the yeariy transactions are then merely added ^^ ^' TAomony 
under the proper heads to the valuation brought forward at the investigation ^^' 

previous, and the balance-sheets are framed accordingly, till the next period of ^ g 
valuation comes round. V^ 53- 



I.— Ordinary Balancb-Sheet of an Assurance Company, which has not passed an Inyestigation, 
say at the end of Five Tears from the commencement of the Business. 



To Proprietors' Account : 

Amount of calls - - - 

To Premium Account ; 

Whole Term. 
Amount Received. 

Annual payment - 44,000 
Single payment - 1,000 


£. 

20,000 

45,000 
1,000 

500 
4,000 
3,500 


By Charges: 
For five years ... 

By Claims : 
Amount paid - - . - 

By Annuities : 
Amount Paid - - - - 

By Re- Assurance Premiums : 
Whole Term. 
I*aid to other offices for cross 
Assurances .... 

By Dividends : 
Amount paid .... 

By Investments: 

Loans - . . £.26,000 
Government Securities 14,000 
Banks ... 6,000 
Agents' Balances - 1,000 
Sundry Balances - 1,000 


£. 
13,000 

9,500 

750 


To Premium Account: 

Short Periods. 
Amount received - * - 

To Premium Account : 

Joint Lives. 
Amount received - . • 

To Annuities Sold : 

Price received ... 

To Interest Account: 
Interest on investments - 


2,500 
1,250 

47,000 




£. 




74,000 




£. 


74,000 



This balance-sheeft is supposed to show the results of the cash transactions of an 
office for five years ,* and it will give to those who are accustoofwd to look at such 
balance-sheets a genera! idea of its progress. We now come to a raluation ; and 
let us suppose that the conipany whose balance-sheet is given above, have inves- 
tigated their affairs, and wish to re-adjust their ledger balance-sheet. They will 
write oflFall the accounts dosed by the valuation, and the dififerenees of value on 
all the accounts connected with outstanding risks, to an investigation account ; or 
otherwise they will carry all the old balances to investigation account, and bring 
the new values out of it. 

II.— INVESTIGATION BALANCE SHEET. 





Baknoe 
before In. 
▼esrigiECion. 


WriMnoff 
«tla- 


Bnkaee 

after Inves- 

tigatiom. 




Balance 
before In- 
Testigatiei^. 


Written off 
at In- 

▼citigation. 


Balance 

after Invea* 

ligation. 




£. 


£. 


£. 




£. 


£. 


£. 


To Propriety** Aoco«iit 


S0,000 


- 


20,000 


By Cbarges 


13,000 


13,000 


— 


To Preminin Account : 








By Claims 


9,500 


9,500 


— 


WlioleTenB 

^0 Premium Aocoant : 
Short Periods 

To Premium A«coaiit : 
Joint Liret - 


45,000 

1,000 

500 


14,000 

900 
300 


31,000 
100 
200 


By Annuities - 

By Re-Assnranoe Pre- 
miums—Whole 
Term - 

By BiTidends • 


750 

2,500 
1,250 


750 

1,300 
130 


1,200 


T« Ann«ti« Sold 


4,000 
3,500 


500 
3,500 


3,500 

• 
1,000 


By luTestments 
Profits carried to New 


47,000 

£. 


- 


47,000 


To Interest Account - 

New Accoumu: 
To Proprietors' Boons - 


25,800 
3,400 


— 


To Policy Bonus 


- 


- 


2,400 


£. 








Total ---.£. 


74,000 


S9,3O0 


48,200 


74,000 


29,200 


48,200 
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Esq 
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The new balance-sheet thus becomes : — 





£. 




£. 


To Proprietors' Account - 


20,000 


By Charges . - - . 


_ 


„ Premium Account — Whole 








Term .... 


21,000 


„ Claims 


— 


„ Premium Account — Short 




„ Re-Assurance Premiums — 




Periods - . - - 


100 


Whole Terms - - - 


1,200 


yy Premium Account — Joint Lives 


200 






„ Annuities Sold - • - 


3,600 


„ Investments - - - - 


47,000 


„ Interest Account - - . 


— 






„ Proprietors' Bonus Account - 
„ Pohcy Bonus Account - 


1,000 






2,400 


£. 




£. 


48,200 


48,200 



The cash transactions till the next period of investigation will be posted to the 
above accounts, and the accounts of charges (that is, expenses), claims, and 
interest, will be re-opened ; the future ordinary balance-sheets being composed of 
the values brought forward at the investigation, with the addition of the inter- 
mediate transactions, till another investigation. By comparing the balances before 
investigation, with the balances after investigation, it will be perceived, that 
actual results, as compared with calculated risks, come in the course of years to 
require coiTeciion, and that annual balance-sheets without an investigation cannot 
show the real stale of a company's affairs. 



Luna, 9* die Mail, 1853. 



J, J. Downciy 
l-.sq. 

9 May 1853. 



MEMBERS PRESENT. 

Mr. Wilson. 1 Mr. Hamilton. 

Mr. Chambers. Mr. Freshfield. 

Mr. Cowan. Mr. John Ball. 
Mr. Mailings. 

JAMES WILSON, Esq., in the Chair. 



James John Downes, Esq,, called in ; and Examined. 

1085. Chairman.] WHAT office are you Actuary for? — ^The Economic Assur- 
ance Society^ 

1086. In what year was that established ? — In June 1823. 

1087. Has your attention been called at all to the accounts which have been 
published with regard to the state of assurance offices under the Act of 1844?— 
I have seen the Returns that have been published, and also letters in the news- 
papers criticising those Returns, and the accounts contained therein, and I am 
acquainted with the principal facts. 

1088. Are you of opinion that those accounts are in a satisfactory form at the 
present time?— No, they are not satisfactory in themselves, and many of them are 
not so intellimble as thev mii^ht be rendered. 

1089. Is it your opinion that it would be desirable that a periodical account of 
the condition of assurance offices should be placed before the public r — Yes. 

1090. For the interest of the offices themselves, as well as for the assurers ? — 
Yes, It is to the interest of the offices and of every assurer to know the exact con-^ 
dition of the office in which he is assured. 

1091. Is it your opinion that a form of account could be fixed upon that would 
answer all the purposes for which an account tvould be useful r — I do not think 
that in the present stale of life assurance societies; any account could be framed 
that would meet the case of each office or of all offices. 

1092. No uniform account? — No uniform account; a number of offices con- 
fine their business principally to the assurance of lives to be determined on the 
death of the assured, either a single life, or one of two Jives, or three lives sur- 
viving,. 
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viviDg, as the case might be ; in the case of such offices I think an unifonn J. <7. Downey 
account is quite practicable, as is shown in the case of the Equitable, the Bock, Esq. 

and such offices as publish their annual accounts, there would be no difficulty ; 
but in offices where a variety of risks of a complicated nature are undertaken, a ^ ^*^ *^^ 
particular account should be furnished with respect to each description of assur- 
ance, and many particulars would be required in those accounts which would 
not be required in such as I have spoken of. For instance, such offices as assure 
deferred annuities, where they should furnish the age of the assured, and the period 
at which the annuity is to commence. They would require classification. Again, 
with respect to those we call temporary and endowment policies, they would 
require classification as to the age when the assurance commenced, the party's 
present age, and the time at which his endowment is to become payable. From 
the variety of schemes of that kind, I think, to enable the members of such 
societies to form a correct judgment of the position of their affairs, very minute 
details would be required to arrive at a tolerably exact conclusion. 

1093. The difficulty you say in an uniform account would have reference 
chiefly to the new offices who have established the principle of assurance for a 
great number of new purposes ? — Yes. 

1094. Would you su^gest an annual account or a periodical account? — I would 
suggest a periodical account, such as the office itself has fixed upon at its periodical 
rests, but I would also have an annual account of receipts and expenditure ; that is, 
an annual statement such as is made by most offices, with a view of satisfying the 
members of the societies that their business is being conducted on a satisfactory 
principle. 

1095. That its progress is satisfactory ? — Yes; that all monies stated to have 
been received have been received, anil that no more than the amount that is reserved, 
or supposed to be applicable to the payment of expenses, has been so expended. 

1096. Do you conceive that there would be any difficulty in making such a 
periodical valuation of the condition of the company, so that it might be made 
known to the public without any very objectionable interference with the affairs 
of the company itself? — I think such returns could be made as would enable 
compeient persons to form a judgment. 

1097. Would your office have any objection to make such returns? — None 
whatever. Every member of our society who is assured for 500/. is entitled of 
right to attend the annual meetings of the society, and every member present is 
entitled to ask any question, or to aak for any account he thinks proper or neoes- 
sary for the elucidation of the statements made. 

1098. What in your opinion would be the most important element of such a 
periodical account ? — ^I'he first thing would be that each class of risks should be 
stated separately, and where practicable, all entering at the same age should be 
combined ; otherwise we should require the ages ot all the parties assured, the 
period at which the sum assured would become payable, and the amount of pre* 
mium receivable in respect of such assurance. ^ 

1099. ^^ ^^^l way would you apply the future premiums? — In such cases as 
those 1 am speaking of they would be temporary annuities, therefore it would be 
necessary to have, as all offices have who do that kind of business, tables of tem- 
porary annuities calculated on the same principle as their other tables. 

1 100. In what way would you value the future premiums payable to tlie office 
as assets for existing liabilities; would you take the gross amount payable, or a 
portion of it ?— I should take only that portion of it, supposed to be applicable to 
the risk, leaving a margin to pay future expenses. 

1101. Then you would not take credit in your balance-sheet for the whole 
amount of premiums payable to the office ? — No, that would be very erroneous, 
because the whole amount payable under the contracts may never be received ; 
you are not sure of any portion of it beyond that which you have already received. 

1102. Supposing it js received, would it be applicable to the payment of the 
risks ? — Yes. 

1103. Would it not also be applicable to all future expenses and contingencies 
of every kind ? — If it be not disbursed, as profit ; if it be reserved, it would be so- 

1104. IjJ what way would you propose to deal with the future expenses in such 
an account, in order to deprive the account of the portion which is provided 
against future expenses? — I should take credit only for that portion of the 
premium which is calculated to meet the risk, leaving the other part to pay expenses 
and provide profits.' 

0.55. O 1105. How 
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J. /. Dotonesf 1 105. How much per cent, would you take off the gross premiums as an average ? 

E«q. What per-centage deducted from the gross receipts as an average, do you think 

~Z T^ would be sufficient for that purpose? — Every office has its own rule for that. 
^ ^^' Some offices calculate their premiums at a high rate of mortality, and a low rate 
of interest ; such offices would require but a small margin ; but such offices as 
employ a low rate of mortality, and a high rate of interest, would require a con- 
siderable margin to meet contingencies to pay expenses, and to provide profits, if 
they undertake to divide profits. Now, in doing that, there is another element which 
I will mention to the Coujmitiee, viz., in cas^s where this margin is taken credit 
for, even if tlie circumstances of the society would appear to justify it, it is 
taken erroneously by being taken as an annuity for the whole term of life, 
l)ecause it is known by experience, that a large proportion of policies of assur- 
ance are determined from other causes than by death ; so that by taking credit 
for an annuity equal to the margin of the premiums for the whole of the life, you 
take more than can possibly be realised. When I say possibly, I mean from the 
experience of societies, more than in any probability will be realised. I have 
taken out the proportion in our own office. We are of 30 years' standing. From 
the results of the first 500 policies, I find of those that have ceased to exist, two- 
thirds nearly of the entire number have been determined from other causes than 
that of death. 

1 1 06. Were those 500 policies taken for life, or for shorter periods ? —The 
majority of them were taken for life ; I have the figures here which show these 
results. 

Present position of the First 500 Policies : 

In existence - - - - - - - -119 

Dead -...•--.-- 14^ 

Purchased - - - - - - - -118 

Lapsed ^-.---..-86 
Term expired - - - - - - - -28 

Total - - 500 

I find that those policies which have been determined by death have existed on an 
average for 14 years; such as have been extinguished by purchase have existed 
on an average nine years ; the average duration of lapsed policies is three years ; 
and of those of which the term expired, five years. So that it appears that an 
office estimating its profits for the duration of life on the margin, takes credit for 
much more than it can possibly receive, and, therefore, on that ground, such a 
principle is erroneous, and must in the end be very unsatisfactory to the parties 
concerned. 

1107. But would it be possible for any policy to be concluded under any 
circumstances, which would not be more favourable to the office, than if it were 
continued for life } For example, if a policy lapse altogether by forfeiture and the 
cessation of premiums^ the whole of the past premiums, or such portion of them as 
has been reserved as capital, becomes clear profit to the society. Again : if the 
society purchase policies, it will only purchase them on such terms as will be 
favourable to themselves, therefore at a lower rate than the actual risk which they 
incurred by their continuance. Putting aside the policies which are taken for 
short periods, and therefore are not applicable to this consideration, those are the 
two cases in which policies would become void prior to the death of a party ; in 
both those cases, would it not be more to the profit of the company than if they 
continued for the whole of the life ? — ^If we were to take an extreme view of that case, 
it would be the ruin of the society, because if all the policies were void the society 
would be gone ; but with respect to the gain from the lapse of policies, I think 
there is an erroneous impression on the public mind with respect to the profit 
the office makes on lapsed policies. All the society can gain by the lapse of a 
policy; is the value of it at the date of its lapse, which is considerably less thun 
the amount of the premiums that have been received upon it ; but then the office 
loses a portion of its business ; if that be a profitable business to the society, the 
lapse of that policy is a loss and a prejudice to it, to a certain extent, because as 
all the principles of life assurance are based upon that of averages, and the averages 
become more uniform in proportion as the number of assurances is great, so any 
diminution in the number of assurers in an office, is to a certain extent a prejudice 
to the remaining business of the office. The same reasoning will apply to the 

purchase 
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purchase of policies. TTie company certainly does make a small profit by the j.J.Downewr 
purchase of a policy, by not giving what is called the full office value for it, but it B»q- 

is a very small profit indeed, and 1 think it loses more by the loss of business and — ^ 

connexion, as it would be quite certain that a party tendering a surrender of his 9 May 1853. 
policy is conscious of being in good health, and it is not likely to become a claim on 
the society for some lime, and therefore, in the party's own estimation, the society 
is losing a portion of very good business. 

1 1 08. When you say the society loses on such a transaction in any way, you 
refer to its future business ? — Yes, its future prospects. 

1 109. But not in its present condition ? — Not out of the funds of the society in 
hand. 

1110. I suppose in the extren)e case you have put, that if it should happen that 
all the policies should lapse at once and the assurers cease to pay their premiums, 
the proprietors would have an enormous sum of money to distribute among them- 
selves, viz., the whole of the capital of the company ? — ^Yes, they would have the 
funds in hand at the time ; but such an event is not likely to happen in a well-esta- 
blished office whose affairs have been well managed. My remark is directed 
more particularly to such societies as have expended on an average 80 per cent, 
of their premium income, and also allow a moiety of their premiums to remain 
unpaid. In such cases the capital on hand must necessarily be very small, con- 
sequently the abandonment by the members of their policies would effectually 
close the office, and leave the proprietors, instead of an *^ enormous sum to 
divide among themselves," but very little to compensate them for the loss of their 
business. 

1111. Then as regards the actual condition of companies at any given time, 
the lapse of policies must be a source of profit to the society at the moment, 
though it might detract from the profits of the business in future? — Yes; it 
would be that ; but suppose an assurance is producing a profit, say of 10 per cent., 
at the period it is surrendered, or ceases from non-payment, then the office loses 
prospectively that 10 percent. ; as our views are prospective, as well as immediate, 
it has that effect on the prospects of the society. 

1112. Ought not every assurance office be based upon this principle, that if at 
any moment it were to wind up its business, there would be capital to pay up the 
last risk?— Yes. 

1113. And therefore, when you say that an assurance office is a loser by an 
abandoned policy, it would be that the office in future would not be so profitable 
as it would otherwise be? — That is the case, since the expenses would be thrown 
upon a smaller number of contributors. 

1114. Would you see any difficulty in furnishing such an account on some 
general nioHel or uniform principle derived from the modes in which the different 
offices make up their accounts, by some able actuary with the assistance of the 
actuary of the office, so as to make it intelligible on some uniform system? — I 
think the form of return Mr. Ansell suggested, viz., that furnished by the 
Equitable, or something similar to that, would meet every purpose ; and with 
respect to any supervision of that, I think myself that if there be any supervision, 
it must commence at the begimiing. If the return is made in ihe form suggested, 
it must depend on the integrity and skill of the officers of the society to make 
that return ; the final result, that is making the final calculation, is a matter not 
of so much importance as the framing of any account would be. So if you can 
place sufficient confidence in the integrity and ability of the officers of the society 
to make up the return, you may as well trust them to make the final calculations, 
provided they state the principle on which those calculations are made. In that 
case the information would be open to all the public, and every member of the 
society could satisfy himself as to the justness of the conclusion. I cannot see 
myself that it would be necessary to have any other authority to give an opinion 
upon that, because it must come, if there should be a difference of opinion, to a 
question of opinion upon that and other matters. 

1115. You mean if the official actuary, when brought in at the last hour, must 
necessarily assume all the data that is placed before him to be correct? — ^Yes. 

1116. And it depends entirely on the correctness or the variations of that data, 
whether conclusions at which he might arrive would be right or wrong? — Yes, 
that is the case. 

1117. Supposing the data, where relied upon from the respectability of the 
office and of the actuary, were sufficient to give a fair guarantee for the accuracy 

0.55. O 2 of 
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X X Dotoncs^ of the data, what I want you to tell us is, whether you think that data, arrived at 
Esq. in the various modes in which different assurance offices take their accounts, 

— — — could, with convenience or ease, be put into some common form that would be 
5* May i853* intelligible to people who were not professional actuaries? — Different offices have 
different modes of keeping their accounts ; such a form, if agreed upon, might 
be adopted by every office in preparing an account in that way ; but it would, 
I tbink, involve in most offices a great deal of labour and great expense to 
prepare the account on an uniform system. With respect to our office, I am 
bound to maice a valuation of every individual |)olicy ; I make it up to one par- 
ticular day, which involves an immense deal of labour ; it occupies me and several 
clerks a year in getting it ready, and, I think, were an officer allowed to come 
there, unless he took my word for the accuracy of all the statements, he could not 
supervise it without expending at least as much time upon it as I had ; it would 
take one 'officer three or four months each year; and if it came to lOO or 200 
offices, DO individual could do it. 

1118. Those valuations you make for the use of your own society ? — ^Ycs ; there 
are two things in that, first of all the principle, and then the arithmetical accuracy. 
Now I should say if any person came to supervise that account precisely, as to 
any of my brother actuaries, I would explain the principle upon which all these 
calculations are made; you are as competent to judge of the justness of those 
principles as any one else can be; it is for you to say whether that is the right 
principle or a wrong one. If the principle be a right one, then you have only to 
depend upon my arithmetical accuracy, and my skill as an actuary, in applying 
the proper formulae of an arithmetical character to my calculations. 

1119. Do you think there would be likely to be any very serious difference of 
opinion between different actuaries as to the safeness and correctness of any 
principle adopted in the formation of such an account ? — I am not aware ; there 
is certainly a difference of opinion as to form. With some actuaries of repu- 
tation, it is considered proper to take credit for the entire future premiums ; 
others, I believe the majority of actuaries, do not consider that a safe prin- 
ciple ; and as a difference of opinion does exist on a matter which appears so 
clear on one side, there may exist a difference of opinion upon other matters, viz., 
the rate of mortality^ which is to be the basis of the calculations, or as to the rate 
of inlercbt that should be assumed. We may have a person who is a good 
theoretical actuary, who may apply formulas with very great facility, but who has 
had no experience in the working of companies, and, therefore, he would not be 
able to apply those forms and theorems usefully to the business of a life insurance 
company. For instance, very few people but those engaged in life assurance 
eompanies, know that the rate of iiUerest at which the funds of the society can 
be improved, that being a matter of experience, some say you ought not to make 
the calculation at more than 3 per cent., others say 4 per cent. ; it is a matter of 
opinion, and there will always be a difference of opinion, and we should shelter 
ourselves under the experience of our offices, viz., what we have done, and what 
we have a prospect of doing. 

1 1 20. That you cannot do until you have been in existence for some years ? — 
No ; 1 think the actuary of an office can judge better of the present position and 
future prospects of the office, than any other person, however clever he may be. 

1121. It is the practice with the great bulk of assurance offices now to divide 
a portion of their profits in the shape of bonuses, or increased sums assured peri- 
odically amono^st the assurers ? — Yes. 

1 122. All that process I have been inquiring about must be gone through in 
order to arrive at the bonus that must be declared ? — ^Yes. 

1 123. As it^at is a very serious and important thing, do you suppose that many 
offices have divided bonuses upon a principle which the actuaries of other offices 
would think unsafe ? — 1 have seen it stated in published reports that a clear divi- 
sible surplus of so much remains, but I infer from the practice of the office that 
they do not believe that to be the fact, because they state a divisible surplus to a 
large amount, and recommend a division to a smaller amount. Now, if the office 
has an actual surplus, and declares it to be a surplus, the}' may safely divide it 
unless they give very good reasons for withholding a portion of it. If they give 
a sufficient reason for withholding a portion of such surplus, then I say in their 
judgment such a surplus does not exist, and ought not to be stated. If I were to 
make a valuation on that principle, I should show a surplus exceeding half a 
million of money in the hands of our society beyond the surplus actually realised ; 

and 
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^nd if I were to say, " There is half a millioa of money profit," the members would /• «/. Downes, 
say, *' Let us ciivide it; if you have that surplus, what reason have you for not ^®^- 

dividing it ? " " Why it is a surplus that may come ; supposing that you were in 
a condition to commute your premiums for the whole term of life into present ^ ^^^^ ^^^^^ 
-assets, and to put the amount to your credit in the account, then we would have 
a further surplus of half a million to divide ; but until it is brought there, such a 
surplus does not exist." 

1 124. You are assuminjj the case now where you take the gross premiums ? — 
Yes; if I took the gross premiums I should show as a surplus over and above 
what I actually have under the circumstances of our society, an imaginary result 
of 500,000/. 

1 1 25. Do you believe there is any society who divide a bonus on that princi- 
ple r — I cannot say whether they divide a bonus or not on that principle ; they 
•publish such to be the surplus. For myself, I would not give anybody credit for 
doing that, because by doing so they throw the entire expenses of future manage- 
ment upon future assurers ; and if such a fact were known, viz., that the society 
had divided to the very limit of its prospective advantages or income, who would 
go into that society, seeing that it must be upheld by those who come into it after 
such a division was made, and that no profit hereafter could arise, since they divide 
once for all ; 1 meao, assuming that they fairly act on their oun statement. 

1126. But a similar profit would arise in future years upon all new business? — 
The profit of the new business would be consumed in payment of expenses ; you 
cannot recruit a society so rapidly as to bring in a host of new assurers to make up 
the deficiency of old ones. 

1127. Then, although you think these statements are published based on that 
theory, and although you say there are actuaries who reaUy contend that such is 
the sound theory of a statement of accounts, yet you are of opinion that there is 
no company so imprudent as to divide bonuses calculated on that principle? — 
I am not aware of any one that has done it ; I cannot speak of it as a fact ; where 

-a bonus is declared, it is declared in the shape of so much per cent. ; and unless 
one had the means of ascertaining the exact amount given to each individual 
assurer, and the aggregate of the fund, there are no means of knowing whether 
the whole fund is distributed or not. 

1 128. As far as you know, on what principle is the bonus divided ; is a valua- 
tion made that would be considered safe? — I value every policy individually as 
I have stated ; thus I obtain the gross amount that should be reserved on account 
of existing assurances ; we then value all our securities. That is an element 
in the position of an office which it is very material to consider. It is not only 
that you may make a great error in valuing your liabilities, but you may make 
a great mistake iu estimating your assets. The way we proceed is this : we have 
an account of all our investments, such as are in Government securities, and so 
^n, classified according to the nature of the securities, viz., whether consols or 
anything else ; then we take our mortgages, life interests, and reversions ; those 
constitute all the classes of securities that we hold, except the Government 
securiues; these are estimated to retain the money value we paid for them, 
excepting reversions which require valuation ; but to meet the fluctuations in the 
price of stock we make a very large deduction in the value of all cur Govern- 
ment securities, not only from the market price of the day, but from the price we 
purchased them at ; so that that one element gives in our case a margin of secu- 
rity, say of 10 per cent., on our Government securities. Then having employed, 

-as I should say, the depreciated value of our assets, we have thought it prudent 
to increase the value of our liabilities with this view, viz., of not dividing too much 
at any given time, producing an impression in the minds of the public or of the 

^assured that we shall be able to divide more than it is probable we could do* 
Then, for the purpose of showing my directors, I make some valuations and 
^classifications to ascertain what would be the effect upon the value of our 
liabilities, if all the valuations were made at the rate of one-half per cent 
lower than that employed in the seriatim valuation ; and I found, on four 
successive occasions of valuation, that by increasing the total amount of 
our liabilities by five per cent., that addition compensated for the half per cent, 
in the rate of interest employed as an element in the calculation, and we have 

^always thought it right to take our liabilities at least 5 per cent, greater than our 
calculation gave. 

1 1 29. But so far as the profits or bonuses are concerned, if I understand 
0.55- O 3 your 
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J, J. Downeii your answer right, the larger the proportion of your assets that are held in 
^- Government securities, the less would be the amount of profit that you would 

divide? — Yes, decidedly. 
9 May i8.';3. ^ ^ ^^, Inasmuch as you take a margin oflf those? — Yes. 

1131. And none oflF other investments ? — No ; when those two operations have 
been performed, we take the diflerence : if the assets exceed the whole of the 
liabilities, we may then state so much surplus. Then we consider it necessary, in 
addition to that, seeing we have a large number of persons assured, — deaths may 
have occurred of which we have not been informed, and therefore we consider it 
necessary generally to reserve a sum estimated to be sutiicientto meet a contingency 
such as that. 

1132. Have you arrived at any general computation that would show what 
proportion the existing amount of accumulated stock of the company would bear 
to its gross liabilities at any particular moment? — Yes ; I found that as far as our 
experience goes, that is for 30 years, without referem^e to rate of interest or 
any rate of mortality or margin, the value of the entire liability on the existing 
assurances is about one half the amount of the premiums rec:eived on those as- 
surances, therefore I say, on a general principle, that if we have 50 per cent, of 
the premiums which have been received on the existing business, what has been 
received on those which have gone oflF has been spent in claims and expense?. 
If, say, we have issued 1 00 policies, for instance, and we have got 20 of them left, if 
we have received on the 20 policies that are left, say 1 00 /., and we have more 
than 50/. in hand, we are quite safe, and all we have more than 50/. may be 
considered as profit. There is another point with respect to that : an office 
that has already declared bonuses will have made additions to its policief*, and 
therefore it should hrfve capital in hand to meet the bonuses, and as a general 
view (I do not say it would be exact) it would enable you to form a correct 
estimate as to the amount of the liability. I should say for eveiy 100/. addition 
to a policy, you should have as much per cent, as is equal to the age of the 
assured. Suppose, for instance, a man of 50 has had loo/. addition to his 
policy, the office should have 50 /. in hand to meet that daim ; if his age is 60, 
it should have 60/. ; I state that as a general principle ; I do not say it is exact, 
but it would enable parties to form a tolerably good judgTuent. And there is 
this with regard to offices such as ours, that all the premiums are quoted on a 
principle, viz., on a margin ; but if the Northampton premiums are used, I find to 
make a similar valuation on the Northampton tables that I have on my own, 44 per 
cent, of such premiums would be sufficient ; therefore I should say the limit of 
safety lies between 45 per cent, and 55 per cent. That is, if you have 55 per cent, 
of the premiums; then you may be sure the office is safe. That will only apply 
to such offices where the principal business is the assurance of single lives, 
"which is our case. I lind that in the last year, out of 543 policies, all but 

15 were on single lives; therefore I say, that principle will apply to us; but to 
such cases as I mentioned in the early part of my examination, that is endow- 
ment assurances, and things of that sort, that rule would not- apply. For in- 
stance, I will take what is called an endowment assurance ; you ought to have 
four-fifihs of the amount of the premium in that case, because you are approach- 
ing the period when the payment has to be made, and it will require a much 
larger per-centage than for an office where tlie principal business is for the 
assurance of single lives, and, in my 0[)inion, tliat would be a very good test of 
its solvency. 

1133. Forty-five percent, in the case of the Northampton tables, and varying 
^^ 55 per cent, according to your tables? — Yes; within those limits. That, I 
think, would be a return >vhich it would not be difficult for an office to make,, 
because I believe all offices register their assurances as they are granted, witli a 
column for the premiums; such of them as have gone ofl' would be struck out ; 
therefore they would cast up each year, and multiplied by the number of years 
elapsed. 

1134. What portion of the premiums received by the office would you regard 
to be a satisfactory and sate one to be consumed in ex|)enses ?— That would 
depend on the amount of the premiunjs charged. Where the amount of the 
premium charged is in itself large, they might afford to spend more than in an 
office where the premium itself is small ; but my own impression is, that from lo- 
to 1 2 per cent, of the premiums with an office well established would be sufficient. 
Jdr. Ansell put in a statement in bis examination, ^ a number of offices who, in 
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the first five years of their existence, expended about 14 per cent, of their pre- J- J* Downe*, 
miums, and I believe that some of the modern offices have expended 80 per ^^^• 

cent, or more of their premiums. Now I consider no office can afford to spend ^ 
more than the margin put on the premiums for expenses ; for it is- quite clear ^ ^^ * ^^* 
that if more is spent than that margin, a portion of the risk premium is consumed, 
and that must either be compensated by future assurances, or it must come out of 
the pocket of the shareholders to make up any deficiency. Such an expenditure 
is considerably greater than the business of the oflBce could sustain. It may be 
h(ld that that would correct itself in the lapse of time ; that the busint^ss of the 
society would be so much increased as to do away with the effect of spending 
more than its ability in the early period of its business. Comparing certain offices 
of from 12 to 15 years* standing, I see in that time the average amount of pre- 
miums was above 25,000/. j)er annum for each office, while in certain modern 
offices I see tl>e average amount of premiums received was about 4,500 /., that is 
about one-sixth of the other. Now if .an office having 25,000/. a year in 
premiums can afford to spend 2,000 /. a year in expeases, an office having 
4,500/. a year in premiums cannot afford to spend as much. The expense of 
offices are pretty nearly the same, whether they do much business or little ; 
and to meet the present competition, and to satisfy all the demands made 
by parties bringing business to the office, a much larger expenditure would be 
required necessarily in a new office than in old ones. 

1135. Do you consider, then, under any circumstances it would be safe for an 
office, whether young or old, to spend more than the loading, as it is termed, on 
the premiums which they charge on the business actually doner— If they spend 
more it must manifestly l>e to the injury of the sbaieholders, or of future assurers. 

1136. But with very young offices, where, by forcing themselves, necessarily 
at a considerable cost, into business, it may be necessary to spend a larger sum, 
and where the business is extreu)ely small at first, is it your opinion that each 
office ought to have a distinct and separate fund for that purpose, whether from a 
subscribed capital of the proprietors, or a sum subscribed by the promoters? — My 
impression with respect to that is, that there is no prospect of any compensation 
being made for that extreme expenditure, because it would seem that if each of 
the former offices received in the early period of its business 25,000/. a year 
in premiums, and the others only 4,500/., it would show that there was not 
sufficient ujaterial to support these offices. There is not the demand for life 
assurances in proportion to the number of offices existing at the tiu>e ; and it is 
not probable, in my opinion, that all these offices will obtain such an accession of 
business as to compensate for the loss necessarily sustained in the early period of 
their transactions. 

1137. Still it would be perfectly safe for any office, whatever the amount of its 
expenditure might be, and however small its business might be, to go on, provided 
any extraordinary expenditure over and above the loading of the prtimiums were 
furnished from some other source? — Yes, but it cannot be furnished from any 
oiher fcource except at a loss to smne parties. 

1138. Suppose it is the capital of a proprietary body who have faith that, by 
the means they are using, they will in course of time establish a business that will 
compensate them for the extraordinary expenditure they are making, so strong as 
to furnish the costs of that business from some other fund irrespective of the loading 
of the premiums themselves, would that be a safe thing to do ? — Those contribu- 
tions must be repaid at some time, for we do not find that people are so very 
benevolent as to subscribe their money for the sake of carrying on the business of 
a society. If parties take shares in a society they do it as an investment, and 
expect to remunerate themselves. If a portion of that be sunk, and there is no 
prospect ot its being repaid, loss nmst accrue to the shareholders. 

1 139. 1 am not asking as to the probability, I am asking as to the effect? — 
The effect is so ; as long as it has funds the business will go on. 

1 140. It would be perfectly safe if a number of individuals had sufficient faith 
in the ultitnate success of the office, and that it would ultimately repay them what 
they were advancing as capital, the office itself would be in a perteclly safe con- 
dition, so long as the premiums were not encroached upon more than the loading 
which was added to the premiums for expenses? — If the parties could live on 
faith that would do ; but 1 much doubt whether people's faiiu is so stror^g. 

1141. Wherever the expenses are more than are provided for by the loading of 
the premiums, and there is no fund adequate from other sources, it must, in your 
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./. J. Dawnesf opinion, be manifestly to the hazarc^ and risk of the assurers, and to the consump- 

^sq* tion of the capital which ought to provide for that risk in the long run, that the- 

-* expenses must be paid ? — Yes. I should like to state with respect to the state of 

May 1853. ([^Q accounts of a life assurance office, I consider it is a matter which concerns 
either the shareholders of the society in a proprietary company, or the members 
of a mutual society. If it be a proprietary company, I believe in most cases they 
have meetings annually of the proprietors of such company; if they consider that 
the affairs of the society are not in a satisfactory condition, they call for such investi- 
gation, and have such accounts rendered and such remedies applied as will secure 
them from loss. With regard to a mutual assurance society, it is a matter which con- 
cerns the members only ; I believe it is a rule of mutual bocieties, that every person 
under certain qualifications is a member ; and if members of a mutual society have 
reason to believe that the affairs of the society are not conducted in so satisfactory 
a manner as may secure their mutual interests, they would call for such accounts 
and have such investigations made as- would satisfy them, trnd I consider that 
both proprietary and mutual offices have the remedy in their own power if any- 
thing should be going wrong. If the proprietors think right to run the risk a> 
length of time in the hope of better times coming, let them do so ; the loss will be 
theirs. In a mutual society, if their affairs are not so satisfactory as they wish, 
they may make greater exertions or contribute more to put the society right. 

1142. Is it your opinion that there is a sufficient amount of information now 
before the public wiih regard to the condition of assurance societies to enable 
either the proprietors in u proprietary society, but more especially the members of 
mutual societies, to come to a fair judgment upon those matters as to the general 
management and condition of the society ? — We find ihaf people are very acute 
when their own pecuniary interests are involved in the matter, and there are very 
few societies where you will not find a sufficient amount of intelligence to detect 
anything that is ^gregiously wrong. 

1143. Do you consider that the shareholders in proprietary societies, and those 
who assure in mutual societies, are sufficiently informed, and take a sufficient interest 
in the concerns of the society, to understand the mode in which the accounts are 
made out, and to be satisfied that the affairs of the company are on a sound basis r 
— I do not think that the shareholders do, but I am satisfied a large proportion of 
the members do. 

1144. Do you think, practically, from your experience of those who appear in 
your own office, that there are many persons who, in their lifetime, ever make 
any inquiry at all ? — ^Yes ; they very frequently wish to know the particulars, and 
our chairman, at our annual meetings, always says, **If you wish for any informa- 
tion, either go down to the office and ask for the books, or you may have it on 
the spot, if it be of such a nature that we can give it ; " and we have had such 
inquiries made as satisfied the parties upon the various points they had been 
asking about. 

1145. Supposing a statement were made at the annual meeting, with reference 
to the amount of profits, and that statement had been made up on what you 
consider a false principle, viz., taking the gross premiums, do you think anything 
of that kind, a false mode of making the valuation, would be likely to be discovered? 
— Yes, I am quite sure if I were to make such a statement as that I should be 
called upon for an explanation. 

1146. Do you think there would be members of your society who would know 
sufficient of the matter, immediately to suspect that that had been done, and to ask 
the question ? — Yes, the question has been asked on more occasions than one, 
and particularly when the public mind has been directed to that subject. People 
who have their lives assured, now become very anxious about it ; they make^ 
frequent inquiries as to the state and operations of the society. Sometimes people 
who have subscribed 20 or 30 years, say, **Now I am just going to wind up my 
accounts, and I should like to know whether I am safe ; that there is enough in- 
hand to pay me ; that you have not given too much away." 

1147. Mr. Chambers.'] With regard to the expenditure which a young oflice 
may fairly make in a year or two, I think I understand you to say it cannot be 
safe for it to spend more than the margin which has been allowed for in t\\e^ 
premiums ? — I think not. 

1148. Now take this case: a new society, which has just completed its first 
year of business, and it has spent 70 per cent, of the premiums which it has 
received; do you think that society would be insolvent? — I think to make up a: 
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valuation and transfer its business, it would be, because at most it would not have J. j. bwn^ 
more than 30 per cent, of capital, supposing no claims to have accrued ; and no Esq- 

other office ought to take such a business, receiving only 30 per cent, on the pre- '^ 

miums. If I make a valuation at the end of the year, and there be 70 per cent, of ^ ^*^ ^^^ 
the premiums spent on management, my vahiation is minus 30 per cent. 

1 149. As to having 30 per cent, left of their first vear's premiums, are not you 
aware that the most respectable old offices in London, if the business has been 
done with ordinary care in the selection of lives, would take the business off 
their bands, and add a premium, perhaps ? — 1 hat is a matter of barj^ain and 
discretion, not a matter of principle ; the thing is not right in itself. Just take this 
case : many of these offices allow half premiums to stand in arrear, which is virtually 
saying that every policy is worth half the premiums to be paid upon it. Now if 
the office can afford one assurer to leave iialf his premiums in arrear, it ought to 
have enough in hand to pay the other assurers one half, and they could not do it. 

1150. We are speaking now of the position in which the parties who take these 
life assurance policies are placed, in any given case, and I take the strongest case 
which you have given us of the rash and heedless expenditure of an assurance 
office at the end of its first year ; if at that time the assured are safe, do you codj. 
sider that there has been anything wrong and censurable in the expense that has 
been incurred? — ^If so much more has been expended than is applicable to that 
purpose, the society cannot be safe. That is my position. It does not matter 
that another person will make a bad bargain, and buy a thing for more than 
its value. 

1151. Have you ev^r gone into the calculation: supposing the lives to b^ 
selected with care, at the end of the first year of an assurance society, what would 
be the value of the policies at that time ; what per-centage of the whole amount 
of premiums ? — At the end of the year it would be as nearly 50 per cent., or 
one-half, as possible. 

1152. Supposing the lives to be young and selected with carer — Yes, the 
same that come into offices generally. It is supposed, I believe, that people 
coming into an assurance office are so selected that they will not die for a consi- 
derable time : now that is not the case ; we find people die in the first year of 
their assurance, and that is as likely to happen to one office as to another. 

1 153. Now, then, on the amount of expense ; when you say out of the first year, 
do you deduct the large outlay which may be called preliminary expenses, and 
which should be spread over a number of years ? — The outlay on the first year 
will necessarily be greater ; I speak of a period of years ; and I think for the first 
five years of the society's existence, more than the margin of the premiums ought 
not to be expended. Taking the preliminary expenses or the general expenses, I 
should say in the first five years you should not spend more. 

1 154. At the end of the first five years not more than the margin should have 
been spent in expenses ?— Just so. 

1 155« Now one Mord on the effect of lapsed policies and purchased policies : 
you said in both those cases you considered the society did not derive any great 
advantage, but the question which I think the Chairman put to you with regard 
to those points was, what effect it would have upon the consideration of assets 
and liabilities ? — It has no effect ; because when the valuation is made, that is a 
business which has gone by, and they value only the existing business. 

1156. Yon say the future annual premium should not be estimated^ because it 
may never be received; but suppose it is estimated, and suppose the policy 
lapses, inasmuch as the policy was estimated with the liability on the one side, and 
the whole life premiums as assets upon the other, does it not leave the conclusion 
quite unaffected ? — No, it has this damaging eflfect upon the society ; the question 
is, when the premiums have been valued on the one side, and the liability on the 
other, what is the effect? The effect is this, that in valuing the future of pre- 
miums, I have taken credit for a considerably larger sum than I debit myself with 
on the other side ; if the policy lapses I lose that. Suppose I take an instance: 
a man has assured on a premium for which he has paid 40 /., and 10 /. of that 
is margin, which, if I value at 15 years' purchase, gives me 150 Z. prospective 
profit; he has only paid 10/. into the society, so that the profit of the society by 
such a transaction, at most, would be 10 /. ; but if I credit myself with 150 I pros- 
pective profit, and the pnan ceases to remain a member of the society, so much 
of that profit is gone, I am a loser of 1 50 l. 

1157. How much is struck out on the other side? — ^The value of the liability 
0.55. P at 
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J. J. Dmms, at most, which would be 20 /. Sa}^ I received from A. B., 40 Z., 10 /. of which 16 

Bsq. supposed to be profit for expenses; the whole is worth 15 years' purchase, and 

-— - 15 years' purchase of the 10 L per annum for expenses, is worth 150 /. : the policy 

• ^ 1853. at the end of the year, on the principle I have given, is worth half the premium 

which has been paid, say 20 /., on the one side ; then I have 20 /. of liability on 

the other, and for 150 /. of profit, I lose, my liability of 20 /. on the one side. 

I am relieved from that, but I gain a loss of 150/. on the other; the society, 

therefore, would be, by 130 /., in a worse position than it was before the lapse of the 

policy, on auch an estimate of its position, 

1 158. Chairman.^ That is in case you had taken credit for the gross premiums? 
— Yes. 

1159. Mr, Chambers.] Would not that apply to a certain extent, even if the 
net premiums were estimated ? — ^No ; because if I lose the net premium I lose a 
liability with it. It comes to this: suppose the society made 10,000/, a year 
receipts, and 10,000/. a year expenditure, the loss would be so great it would be 
worse than insolvent. 

1160. Would that calculation be materially affected in proportion to the num- 
ber of years for which the person had paid the premiums ?' — An annuity for life 
would be the formula on which the profit would be measured. 

1161. Would not also the risk of a particular life be greater nearer to the period 
of the natural lapse of the life, and the arrival of the liability, than at an earlier 
period of the assurance ? — Yes ; the loss of liability would be greater, but we find 
now that very few people allow their [)olicies to lapse. In such a case as I have 
stated, where you consider the annuity to be measui'ed by 15 years* purchase, 
there is the loss of 10 /. a year for that time, and on the other side there is the 
value of the policy. In the one case the party would come for such portion of 
the value as would be given by the office for the surrender of the policy. Suppose 
the policy had been in force 10 years, and I had received lOo/, upon it, I say, 
generally, 50/. would be the office value of that policy ; and suppose that instead 
of giving him 50 /. for it, I gave him 40 /., I then give the assurer who surrenders 
his policy 40/., and on the other side I have credit for 10/. per annum, lie is to 
pay me for life, according to the mode of estimating what I value at 100 /. ; then 
he takes away from me part of that 50/., I get a profit of 10/. on one side, and 
lose 100/. on the other ; I give him 40/. for what I consider to be worth 50/., and 
he deprives me by that surrender of a profit which I have estimated and set down 
in my account as of 100/. value. 

1 162. Mr, Mullings.'] In effect, it is a loss of business? — It is an actual loss of 
the amount ; I say, upon that principle of valuation that would stand as 100 /. of 
assets, and I am deprived of 100/. of assets by the removal of the assurance. 

1163. Chairman.] It is what has been stated, a loss of prospective profit? — 
Yes. 

1164. It is prospective profit which ought never to have been taken irito the 
account ? — That is the case. 

1165. Mr. Chambers.] I do not know whether I am right in uaderstaadiug 
you to say that no division of profits ever takes place on that principle r — I am 
not aware of any myself. 

11 66. Ttiat is not courageously on that principle up to that extent ? — I am not 
aware of a case within my own knowledge that I can speak of; if it were to be 
done, I have just shown what the effect would be. 

1167. At the next valuation the effect of the error, would be discovered ?— The 
effect of the error would be discovered at once ; for the office, when they give the 
parties the option of taking a ready money bonus, can buy up their own bonuses. 
Suppose the office on such a valuation were to divide 100,000/. in reversionary 
bonuses, and then say to each of the assured, not having the 100,000/., that 
100,000/. being only an imaginary sum, which may come, " We at once declare 
that as a bonus ;" and then let the assured come iu and say, *' I will take the 
money for my bonus ;" where is the money to come from ? It cannot be done. 
You have declared a bonus of 100,000/., and are not in a condition to pay one 
penny. 

1168. Mr. Mullings.] Then they offer an alternative ?— Yes, an addition to 
the policy, or the party may surrender his bonus for cash. 

1169. Then they offer the bonuses in that form ? — Yes, many offices do. 

1170. Mr. Chambers.] With regard to the loss from lapsed policies and pur- 
chased policies, it would nevertheless be a very simple calculation to ascertain 
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what the value of the next five years' profits would be in aijy office. Any actuary /. /. Do^tmes^ 
would undertake to determine that amount, talcing the risk into consideration ? — ^q* 

No, I do not think any actuary would do it, because, until the five years had 

passed, and the actual tacts were before him, no actuary could make the caicula- ^ ^•y \^5^ 
tioo, 

1171. There would not be sufficient data? — ^There would be no data; the 
business may cease. Suppose you were carrying on your own business, and there 
is DO other cause in operation to bring your business to a close than mortality , 
then you may safely estimate what the state of the society will be at the end of the 
period, but you do not know how you can improve your money, or what losses 
there may be; and if you assume the rate of mortality, the mortality may be ex- 
cessive in one year or two years, much greater than expected, and that woaW 
have a very great effect. 

1172. Mr. MuUm^.] With respect to the first expenditure of offices, do you 
know of any instance with regard to any office whatever, where they have on an 
average of five years spent anything approaching to 70 per cent*, exclusive of 
the preliminary expenses? — I only know those offices that have published returns 
under the Registration Act. 1 

1173. Do they distinguish between the amount of preliminary expenses 
and ordinary annual expenses in those returns r — I am not aware. I consider all 
expenses as expenses ; I do not understand any distinction. 

1174. When a company is formed, a deed is drawn, a certain amonnt being 
paid up by tlie difierent shareholders, or persons forming the company, and is it 
not one of the trusts of that deed at all times that the preliminary expenses shall 
be paid out of the fand paid up by the sliareholders or the persons forming the 
company ? — That is not provided for in ouir deed of settlement, and I have not 
seen a deed of settlement where such a provision was made. 

1 175. Do you happen to know whether in point of fact they do pay the pre- 
liminary expenses from the fund paid up by the subscribers, irrespective of the 
premiums paid in the first year? — I apprehend the expenses are paid out of tlie 
^eral fund ; the subscription fund and the premium fund are made one ; again, 
the expenses are paid out of that, not out of a fund separately chargeable on the 
proprietors of the company, or to he kept apart. 

1 1 76. Is it your opinion, that in the formation of any of these companies some 
provision should be made by way of security to the public, or persons who assure, 
to prevent the assurance fund or premium fund being resorted to for the payment 
of any such expenses ? — ^I certainly am of that opinion ; it would be desirable, 
both for tlie security of a new office and the benefit of the assui^, that there 
should be a guarantee fund ; that parties originating an assurance office, in order 
to show their c^ood intentions and their wish to uphold the office, should put down 
a sufficient amount of money to defray the preliminary expenses, and to provide 
for any contingencies that may happen. 

1177. Irrespective of the ordinary expenses on the one hand, and the premium 
neceipts on the other ? — ^Yes ; I think with respect to all proprietary life assur- 
ance offices, as being generally considered to be formed on the principle of 
benevolence, and a d^ire to extend the good effects of life asswance, that such 
parties as are denrous to promote the establishment of assurance coas^nies should 
be in the position ot being willing to uphold them by pecuniary contribution, 
and if they expeet, as they generally do, some profit to arise, they sbouM be pre- 
pared to sustain a loss, if any accrue during the eaiiy period of the society's 
existence. 

117&. Has the mode which I am about to suggest to you come under }0i)r 
notice, as having been put into practice, or should you think it a desirable mode, 
in forming future aseociatiofys, viz., that the paid-up capital, to a certain amount 
to be prescribed, should be appropriated, first, in payment of the preliminary 
expemes« and at all times held as a guarantee fund with rel^ence to the security 
of the public, and the persons assured, the original proprietors receiving interest on 
the paiid-up capital ; would that be a desirable thing?— I think it would be 
desirable ; I think it would be better for the public at large, and for the office 
itself, beuause it would give confidence in the office. If parties knew there was a 
fund sufficient to cooipensate for any excess of mortality or any extraordinary 
expenses that were not contemplated ; if they knew that any loss would not fall on 
the assured, I think it would tettd to give confidence in such an office, and that 
such an office would obtain a fair share of patronage. 

0^55.. p 2 1179. Would 
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/. J. DousneSf 1 1 79. Would you, in such a case, prescribe any terms or conditions with 
^^9* respect to the dealing with such a paid-up fund ; should it be invested in the 

'^ names of trustees, and not be dealt with as part of the ordinary capital of the 

9 May 1853. company, except to answer a contingent deficiency? — I think it would be well 
that it should be invested in the names of trustees ; I would take those trustees 
from the assured, and, in companies having a share stock, from the proprietors 
themselves : say four trustees ; let two be the largest proprietors and two the 
largest assurers in the office ; or, if you thought otherwise, let it be in the names 
of trustees having no share whatever in the office. 

1180. Now, with respect to your office? — Our trustees are not eligible to hold 
shares, or to have any assurance, or be in any way interested in the affairs of the 
society. 

1181. Do you think that assurance societies, or societies to be hereafter created, 
if founded on a basis of that description, would be founded with perfect safety to 
persons who assure and the public ? — Decidedly. 

1182. Mr. Chambers.] Do you think you would get a proprietary to subscribe 
the deed and incur the risk, being remunerated only by a rate of interest on that 
capital, without any share of the profits of the business of life assurance ?— 
You might give them a small share of the profits to compensate for any risk they 
might take ; that, I think, would be subject to some adjustment ; but when par- 
ties are desirous of getting up an assurance company, I think they ought to give 
some evidence of a desire to establish the society's soundness by advancing some- 
thing towards it without remuneration, at least for a time. If you give a rate of 
interest that would be sufficiently remunerative, such a rate as would cover the 
risk, I think tiiat might be done. Say, for instance, the rate of interest always 
increases with the risk that is borne I if you invest in consols you would be con- 
tent with 3 per cent. ; in a railway you would look, or you would have looked 
formerly, for a higher rate. Taking the experience of these offices when esta- 
blished, where the risk has been shown, not to be very great, or the loss to the 
proprietors not very great, perhaps a small increasing rate of interest should be 
sufficient, with an understanding that, perhaps, a certain proportion of the surplus 
should be given. I do not think that giving a given part of the surplus at any 
given time to the shareholders would be right ; I think they should have some 
bonus proportionate, in some degree, to that given to the assured for the risk they 
have borne* 

1183. Mr. Mullings.l Would there be any difficulty arising from the distinc- 
tion between a proprietary office and a mutual office, in the plan I have been 
suggesting ? — I think to establish a new company, if it be a proprietary company, 
the proprietors should expect nothing but a certain rate of interest for their 
capital ; in a mutual office the parties giving a guarantee, it should be a 
guarantee fund to exist for a certain time, until the affairs of the society should 
allow of its relinquishment ; that such parties should guarantee the capital, and 
should receive an interest simply for such guarantee. 

1184. What should they receive ; I want to have something which we may be 
able to consider a satisfactory guarantee to the public, and also satisfactory to the per- 
sons advancing the money ? — Where it is a proprietary company, they must make 

, their own conditions ; they must regulate the rate of interest so as to remunerate 
tliem for the risk of adverse circumstances placing their capital in peril. 

1185. Would it not be prudent that they should have a relative proportion of 
the profits ? — ^Yes, perhaps so ; they do not now. 

1 1 86. Mr. Freslijield.] In answering the question as to the operation of a 
guarantee fund, you have given your opinion on the principle onijr ; I wish to 
know if you have calculated the proportion of paid-up capital which should con- 
stitute that guarantee fund ? — I should be disposed to take from any one individual 
not less than 50 /. ; I think any person who cannot afford to pay down 50 /. is not 
a person in circumstances to become a shareholder or guarantee for a life assurance 
office. 

1187. And I think you said the shares should not be less than 100 /•? — I 
should say 100/. shares. 

1188. Chairman.'] Is it not the case at present, that in a proprietary office 
either the whole or a portion of the profits are distributed among the proprietors? 
— Yes; but there is at present but one purely proprietary company. Most 
offices are of the class called " Mixed Proprietary," and give to the assurers a 
considerable share, in most cases as much as four-fifths of the profits. 

1189. And 
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1 1 89. And would not the prospect of that profit in proportion to the members' j. /. Doumes 
interest be of itself sufficient inducement to persons to go into a speculation of Esq. 

that kind ? — Yes ; the fact of its being a proprietary company where no cpndi- -— 

tion is to be made, in my opinion, would prevent the establishment of the society, 9 May i^s's. 
because most of the companies which have from time to time given a certain 
proportion of the gross profits, have recently agreed to give a larger share to the 

assured, therefore I think upon the same principles and on the same conditions 
as existing offices that could pot be done : all those interests established in those 
offices I think are engaged in the proprietary companies. I think it would be 
very difficult to establish a proprietary company at present on the same terms and 
conditions that others have been. 

1 1 90. Would it not be advantageous to the public rather to have a guarantee 
in that form than to have a larger share of the prospective profits of the business, 
thereby leaving to the proprietors a fair share of the profits for the risk which 
they run by contributing to the guarantee fund ? — I think a guarantee fund, in the 
infancy of a life assurance society, is a very important thing. 

1 191. Was your society commenced with a guarantee fund ? — We had a share- 
holders* fund. Our capital was to be 200,000/., with the condition that the 
shareholders should be paid off with 100/. per cent profit on such proportion of 
the subscribed capital as had actually been paid up, so soon as one-fourth of the 
profits amounted to the necessary sum. That occurred to us in 1 844, when we 
had 50,000 /. paid up, and we were enabled from one-fourth of the profits of that, 
and the previous divisions of profit, to pay off the shareholders with 100,000/., 
so that guarantee of the shareholders ceased, and we became a mutual society. 

1192. Then you began as a proprietary society ? — ^We did. ^ 

1 1 93. And having paid oflF your proprietors in the course of a few years by 
the profits of the business, you became a mutual institution ; the assured sharing 
the whole of the profits ? — Yes. I may add, that such was the amount of the 
business at the time we paid off our shareholders, that the gross amount of the 
shareholders' fund would have been but a very small per-centage of the gross 
amount of the sums assured, so that we became a mutual assurance society, having 
a large assurance fund in band. We had 50,000/. paid up, and the profits 
realised amounted to 200,000 /. 

1194. Mr. J. Balli] You stated that you thought it would be desirable that 
one half the amount of the shares should be paid up ; do you on consideration 
think that necessary ? — I think it is necessary to give confidence to the public. I 
do not think, so far as the experience of our society would justify me in stating, 
that any subscription capital is necessary, because we never had occasion to touch 
a penny. 

1195. For the purpose of giving confidence to the public, do you think it is 
necessary ? — For the purpose of giving confidence it is. If a person wishing to 
assure his life, knew he had a guarantee of 30,000 /. or 50,000 /. in common to 
iiimself and all the others, he would feel more confidence in the society than if there 
was only 5,000/. or 10,000 /. ; therefore, if a guarantee capital can be obtained 
without great expense to the society, I think it should be done ; though I do not 
think it absolutely necessary for the business of life assurance. 

1196. On the other hand, does it not appear to you that to found a new asso- 
ciation on the footing of requiring the payment of so large a proportion of the 
shares would practically be impossible ? — I do not think it would be impossible 
to raise 30.000 /. in such a way. 

1107. Would there not be this difficulty, that the original proprietors would 
not advance so large a sum of money at a low rate of interest, unless they were 
assured the whole, or nearly the whole, of the future profits ; and would not a 
society founded on that principle appear to the public to have less advantages than 
those societies that offer a larger share of the profits to the assurers, and in that 
way would not such a society be practically at such a disadvantage that it could 
not carry on its business ? — Any society to be established would have to compete 
with existing societies, possessing greater advantages than any new society that 
could be formed, at the outset, could have; that is a difficulty which could not be 
goi over ; but, considering the magnitude of the interests involved in a life assur- 
ance society, where you assure hundreds of thousands, I think a capital of 30,000/. 
is not very great, considering the number and tlie amount of the interests, and the 
precarious nature of the risk undertaken. 

1 198. At the same time, as it is for the public interest not unduly to limit com- 
0.55. p 3 petition. 
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J. J.Dinonesy petition, it is very desirable that the amount required, if any sbould be required, 
^*^' should not be larger than may really be necessary ; I should wish you, therefore, 

~rj 7~ to inform the Committee, as deliberately as you can, what you think would be 
9 ay 1 53- j]^Q amount that would really be necessary not to give satisfaction to every mind, 
but practically to secure the public from loss ? — I say in our own case, we never 
had occasion to touch a farthing of our capital. I could not limit the amount, 
because it might depend very much on the extent of the transactions of the society. 
If you have a guarantee, say of 5 or 10 per cent., of the ^oss amount of assur- 
ances, that would be suiScient ; but if you take the gross amount of assurances in 
the first year at 1 00,000 Z., the amount of guarantee capital should increase pro* 
portionably. If a guarantee capital should be required, I would be disposed to 
stipulate that it should be paid off at as early a period as the circumstances of the 
socifety would permit. If the society should become really prosperous, and get a 
good business together, so that its position, at the end of 4 or 5 years, should 
be such as to justify its managers in relinquishing the guarantee, let them do it, 
and let a certain per-centage, or a certain bonus be guaranteed to the contributors 
to such a fund for the risk they should sustain in the interim. I think that would 
be a very great improvement. Suppose you say you will give them 5 per cent 
at the end of five years for the money, but bond Jide allowing a fair rate of 
interest, 4 per cent., if you please, for the tim^ it is at risk, and a bonus of 5 j>er 
cent, at the end of 5 years, if you are in a condition to pay them off. 

1199. What amount do you think would be required for the real security of 
the public? — My impression is that at the commencement 10,000/. would be 
sufficient. 

1200. Mr. Hamilton,^ Supposing the society consisted of proprietors of 
unquestionable solvency, in that case can there be any necessity for providing 
that there shall be any paid up capital ? — A payment to some fund must be made 
to constitute them proprietors. 

1201. Supposing the proprietors should be of unquestionable solvency, those 
proprietors having subscribed the deed, and established their responMbility in the 
most unquestionable manner, in that case is there a necessity for a guarantee fund, 
or the payment up of any instalments of the capital, except merely that it may 
possibly be expedient with the view to satisfy the scruples of the public ? — As I 
understand the question, it is taking the character of the proprietors instead of 
their capital ; I should say it would give more satibfaclion to the public if they had 
their capital. 

1202. That is, you cannot suppose the possibility of a proprietary, whose respon- 
sibility is so unquestionable as to give sufficient confidence? — No. 

1203. Mr.,/. Ball.'] Do you think it very undesirable that a public department 
should have to decide upon the solvency and respectability of the proprietors ? — 
Very undesirable. 

1204. Chairman.'] You have been asked a good number of questions as to the 
position of a young society in its competition with others ; do you consider that 
the public who are going to assure their lives would look at it thus : ** Here is an 
office which offers me a certain amount of guarantee against any contingency by 
a fund in existence ; here is another office which offers me a mutual participation 
in any possible profit they may make in the next five years to come?'^ The 
public would have to decide whether they preferred the guarantee or the contin- 
gent profit ? — Yes. 

1205. Therefore while the absence of a contingent profit on the one hand would 
deter some persons, or be an element to deter them, the presence of a guarantee 
fund on the other hand would be a great inducement to prudent men to assure in 
that office ? — Yes, to calculating and prudent men a guarantee would be a great 
inducement; but there are persons who are compelled to make assurances to 
satisfy their creditors, and that is a matter of indifference to them ; their object is to 
do it at the cheapest possible rate ; but a large proportion of assurers would take 
an office where there was in the end less risk. 

1206. In the other case would not the creditors have the same interest? — Yes, 
if the creditors chose the office. 

1207. Mr. Chambers.] Do you know any office without a guarantee fund ?— 
I do not ; but I think all ought to have some guarantee fund. 

1208. But with reference to mutual societies, do you know of any mutual 
society without a guarantee fund ? — ^I cannot say they have a guarantee fund. 

1209. Your 
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1209- Yours was a proprietary compauy originally, and your proprietors have J. J. D^mesy 
been paid cfF, and you are purely mutual ? — ^Yes. E»q. 

1 210. Take any one of the otner mutual offices, do you know one without a gua- 

rantee fund ? — I really do not know ; I am not acquainted with their condition. I 9 ^V ^^53- 
believe a very small proportion, if any, is paid up in the mutual offices ; 1 do not 

know whether the Equitable need any guarantee fund- 

1211. I believe the New Equitable is the only office started without a guarantee 
capital ? — I dare say you will have other evidence upon that point The National 
Provident is one ; I am not aware of any guarantee having been paid up in that 
case. 

1212. Chairman,'] By a guarantee fund what do you understand? — I under- 
stand a certain number of gentlemen of capital, who guarantee or deposit a certain 
sum ; put it down, or invest it somewhere, for the purposes of the society, if a 
necessity should arise to make use of it. 

1213. Mr. CkambersJ] To be repaid to those who guarantee it, if the society 
has sufficient funds in hand? — Yes; I believe Mr. Brown, of the Mutual Office, 
will be examined ; he has paid more attention to the subject, and will be able to 
answer these questions more satisfactorily. 

1214. Chairman.'] What rate of interest have you calculated in your valuation ? 
— I made my last valuation at 3J per cent. 

1215. Is that the usual rate ? — That is the present rate, I think ; it is a lower 
rate than we have realised. At my last rest I ascertained the average price of 
consols for the last 25 years, by taking the prices of the first and middle days 
of each month for the period ; and 1 found that the average was about 92, which 
would pay a rate of interest exceeding 3 J per cent. ; but as we have always made 
more than 4 per cent, on our invested capital, I think it quite safe to reckon upon 
3^, and particularly as occasions occur every five years to compensate for any loss 
of interest that might be experienced in the period. 

1216. What table of mortality do you use? — The table we employ is a mixed 
table ; it is founded upon what we call Finlaison's Males, the Equitable Expe- 
rience, and Carlisle Tables ; it is a tible that is better graduated, more mathema- 
tically symmetrical, than either of the other tables. 

1217. Mr. J, BallJ] Do you apprehend that any considerable decrease in the 
rate of interest in the public funds would materially affect the s^bility of assurance 
offices ? — I do not think that it would materially affect their stability. 

1218. How far would that decrease the security afforded by the margin which 
has been allowed in the premiums ? — I think in most cases the margin is sufficient 
to compensate it ; but \ stated in the early part of my examination, I find, that a 
difference of a half per cent, in the rate of interest would make a difference of 
about 5 per cent, in the valuation of its liabilities at any time. 

1219. Chairman.^ The margin is always larger than that? — The margin is 
large enough to cover that. 

1220. Mr. J. Ball.] From the answer you gave before, with reference to 
expenditure, is the Committee to understand distinctly, that although you think 
that no assurance office could safely continue for any length of time to incur an 
expenditure equal to half its receipts from premiums, yet in the early stage of 
the existence of the company such an expenditure may arise, and provided there 
is a guarantee fund, there is nothing to be apprehended with regard to the future 
solvency of the society? — There is nothing to affect the solvency of the society, 
if there be that guarantee ftmd ; but a loss must necessarily accrue either to the 
assured or sharenolders, or the parties forming that guarantee fund. 

1221. During the period in which that excessive expenditure continues? — 
Yes ; I think it is immaterial on whom that loss falls ; it is the same with every- 
body to whom loss arises. Supposing it be to ihose who in good faith, and from a 
desire to uphold a beneficial institution, shall put their money to risk, I think 
those people are as much entitled to protection as the parties who contribute their 
savings from year to year to effect assurances on their lives. 

1222. Is it not incident to every description of business that a very consider- 
able outlay is incurred in the early stages, in order to secure future profits from 
an extension of business?— Parties in business when they make a venture, if any 
profit arises, take such profit, and the loss, if any, is their own ; they only involve 
themselves, they do not involve another. In the case of a life assumnee society, 
very great injury may result to innocent parties by a recklessness of management. 

0.55. ^ ^ P4 " 1223. If 
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J. J. Downesy 1223. If the excessive expenditure, during the early years, exceeds the amount 

Esq* of the guarantee fund, the deficiency must be made up from the premiums during 

" the period that excessive expenditure continues? — Yes ; both parlies, the assured, 

9 May 1853. and the contributors to the guarantee fund, suffer ifahe expenditure exceeds 

that. 

1224. If i^ d^^s not exceed that, it is paid back to the proprietors who incur 
that expenditure, vvho participate in the full extension of their business? — 
Quite so. 

1225. And you see no reason for interfering, under such circumstances, with 
tj^e discretion of the proprietary ? — I think if the accounts are fully and faithfully 
made out to the parties concerned in life assurance companies, whether they be 
proprietors or members, it does not concern anybody else, and no interference 
would be required. 

1226. Mr. Hamilton.'] You consider that the security which would be afforded 
to the public and the proprietors themselves from the effect resulting from the 
accounts of the company, would be of itself sufficient ? — I think so. 

1227. Chairman.'] Provided the accounts be correct? — Yes; I say relying on 
the truthfulness of the statements; you must give credit to some one; if not, you 
must have a species of assurance exciseman in the office, to see that each transac- 
tion is properly recorded, and the returns correctly made. 

1228. You have told us something in relation to the way in which you make 
up the periodical balance-sheet ; have you any observations to make with reference 
to the mode of auditing your accounts? — I wish to show the Committee, that 
where the principles of the society are properly carried out, it would be quite un- 
necessary to have any examination, if the auditors do their duty. With us, 
being a mutual society, our auditors are chosen by the members, and they 
are remunerated by the meml)ers. Their duty is to investigate the accounts 
of all the receipts and all the disbursements made by the society. Ours 
are made four times a year for the purpose of facilitating the business. We 
have endeavoured to arrange our affairs in such a way that there shall be a 
complete check upon every receipt of money, and also vouchers for all sums 
paid. The receipts of assurance companies consist in money for new premiums, 
as it is called, for renewal premiums, interest upon loans, and such like. With 
respect to the new premiums, in our office the policy is signed by three trustees 
and two directors. The particulars of each policy are entered in a book, which is 
presented with the policy, and examined by the directors who signed the policy. 
They are likewise taken before the auditor as representing so much premium as 
is stated in those policies ; therefore we *stand liable to the auditor to account 
for all our new premiums. The .renewal premiums are made out, and recorded 
in a* book, and cast ; the gross amount of those receipts is checked by the direc- 
tors, compared with the contents, and then cast: then we are debited with the 
gross amount of renewal premiums that have been received. With respect to 
the interest we receive, the receipts again stand booked against us. So far as 
the receipt goes, when the auditors come, they say, ''You have received so 
much new premiums, so mucli renewal premiums; where is the money?" " There 
is the banker's account, liere are the receipts which have not been taken up ; 
here are the receipts for interest not taken up, or not yet paid." Then with 
respect to payments, they will see that every payment has been before the board, 
and entered in the minute-hook, before the check is signed. Then it appears 
we have received those checks. At the audit, the auditors require vouchers 
for those checks. If we have made any investment we produce that investment; 
that is the security for that investment as a voucher. A question was asked last 
week as to the mode in which those securities are carried out. I would state this 
in order to show that it is done better by our own auditors than, I think, it could 
be done by a stranger. When the board of directors entertain a proposal for a 
loan of any kind on security, if they think it desirable, they first of all take the 
opinion of the solicitor as to the goodness of the security. If he thinks proper 
to take counsel's opinion, he does so ; if he reports to the board the security is a 
good one, the money is advanced ; it is his business to have the security made out 
under the advice of counsel, and he brings that and takes away a cheque for the 
amount. He holds the security till the next audit ; at the next audit the security 
is produced as a voucher for the 10,000/. or the 50,000/., or whatever it may be. 
There is the loan, there is the security signed by the proper parties. It goes out 

of 
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of the custody of the solicitor into the strong room at the office, the keys of j j Do^v/et 

which are held by the trustees of the society. In that way every security is taken Esq. ' 

into account. If we invest the money in Government secyirities we produce the -^ 

stock receipt, and it is seen by the book how much has been invested ; because if 9 ^^y ^^53» 
so much has been advanced there is a voucher for the amount. 



Joms, 12^ die Mali, 1853. 



MEMBERS PRESENT. 

Mr. Wilson. 
Mr. Hamilton. 
Mr. T. Chambers. 
Mr. Cowan. 



Mr. Geach. 
Mr. John Ball. 
Mr. St*ymour. 
Mr. Mulling^. 



JAMES WILSON, Esq., in the Chair. 



Thomas Howe Edmonds^ Esq., called in ; and Examined. 

1229. Chairman.] WHAT office are you Actuary of?— The Legal and T.R.Edmorti^ 
-General. Esq. 

1230. What year was that established in r — In 1836. 

1231. Have you any objection to state to the Committee what table of mortality ^^ ^'^^ ^^^^* 
you use ? — The table of mortality which we use is a table which I constructed 

about 25 years back, and published in 1832, entitled " Meap Mortality." The 
mortality of that table is 20 per cent, greater than the mortality of the Carlisle 
table, at every age. 

1 232. Twenty per cent, greater all through ? — Yes. 

1233. Does that come near to the actual truth of the mortality now? — 
I believe so; with a distinction only as to the mortality of recently assured lives. 

1234. Then it is your opinion that the Carlisle table is 20 per cent, too 
favourable?— Yes; for lives that have been long assured. The Carlisle table 
represents fairly the mortality of lives assured less than 10 years. 

1235. At what rate of interest do you compute your premiums? — Three per 
cent. 

1 236. And what do you put as loading on these premiums r — The loading is 
5 per cent, on the premiums for agency, and a further loading of one-fourth per 
cent, on the sum assured, making together about 12 per cent, on the premiums. 

1237. Your loading is about 12 per cent, on the premiums? — Yes; 5 percent, 
on the premiums, and the other part of the loading is on the sum assured ; equi- 
valent to 1 2 per cent, on the premiums. 

1238. That loading of 12 per cent, you consider sufficient to cover commission 
for agencies, contingencies, and expenses ? — I would say the contingencies are 
rather contained in the tabular premium ; the premium is an ample one. I should 
expect that the mortality would be somewhat less than that of the table, through 
selection. 

1239. You consider that the table of mortality that you use contains within 
itself a loading ?— So far as the contingency for any increase of mortality is 
concerned. 

1 240. In fact, you use a table which is not strictly true ? — It is true for all lives 
which have been assured for more than 10 years ; but it represents a greater mor- 
tality than the actual mortality for lives which have been assured for less than 10 
years. The loading is for expenses, and that loading is nearly all exhausted in an 
average assurance office ; 5 per cent, is actually paid to the agents, and the other, 
which is 5^. per annum on every 100/. assured, would be just sufficient to meet 
the expenses of an average office ; an office, we vrill say, doing about two millions 
in policies of assurance ; two millions being the total amount assured. 

1241. Then you consider that 12 per cent, upon your tables would be sufficient 
to cover all expenses and contingencies to which an ordinary office doing a fair 
business would be liable 7 — Yes ; in fact, the average at all ages on this tabic is 

0.55. Q nearly 
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T.R. Edmonds, nearly the same as the average at other offices. Take an office using the 

^sq- Northampton tables, and an office of equal respectability using the Carlisle tables ; 

' — the average of those two tables at any age would approach very nearly the tables 

n May 1853. we use. 

1 242. Has ^our attention been called at all to the very large amount of expen- 
diture that has been apparent in some of the modern offices ? — From the pub- 
lished statements of 25 offices, the expenditure, I observe, is 82 per cent, of the 
income, leaving a reserve of only 1 8 per cent, upon the income. 

1243. Would that be a conclusive proof to your mind that those offices were in 
an unsatisfactory condition ? — It is a proof that a large amount of loss has been 
sustained, inasmuch as the reserve ought at least to be 36 per cent., to meet the 
increase of liabilities during the period the income has been received. 

1 244. But is it not the case that all new offices, in the early years of their 
existence, show a very disproportionate expenditure in relation to their premiums, 
compared with what would be the case after they have been a few years in 
existence? — ^The proportionate expenditure is continually diminishing during the 
first five or ten years, but it never amounted to 82 per cent, in any office that has 
succeeded, even in the first years. 

1 245. Then, however much larger the proportion of expenditure in the early 
years may usually be, you are still of opinion, with regard to the public state- 
ments of a number of those offices, that 82 per cent, is a very large expenditure ? 
— Yes, and must trench on the capital either of the policy-holders or the share- 
holders. There ought to be a reserve of 36 per cent, at least ; there is a reserve 
actually of only 1 8 per cent, so that there is 1 8 per cent, actually lost. 

1 246. At what period of the office's existence ought the reserve to be 36 per 
cent. ? — I speak only of the per-centage upon the premiums, without reference to 
the interest from investments. 

1 247. Would not the amount differ according to the age of the office ? — Not 
materially. There would be a difference dependent on the general character of 
the business of an office ; 42 per cent. I consider a fair reserve for offices whose 
business is of the first class. 

1248. You consider that an office with an accumulated fund of 42 per cent, of 
its premiums is, generally speaking, ia a sound condition } — Yes ; it then retains 
the full value of its liabilities. 

1 249. It has been stated, I think, by a former witness, that from 45 to 55 per 
cent, ought to be in hand as a fund ? — On existing policies I understand that to 
have been stated ; I believe that statement agrees with mine. 

1250. The distinction you make between the two statements is, that yours is on 
premiums actually received, and the other is the amount of liabilities ? — One is 
on prefBiums received 00 existing policies ; the 42 per cent, has been received on 
policies which have expired, as well as those in existence; the 50 per cent, is 
applicable to those reoMuning at the end of the period. 

1251. Then your 42 per cent, applies to policies not then existing ?— -Yes, pre- 
miums received on all policies, whether existing or not at the end of the period. 
I am looking particularly to the early period within the first 10 or 12 years of tlie 
existeoce of the offices. These new offices, I think, were in fovce from three to 
four yean 00 ao average. 

1252. Then is it your opinion that all new offices, not to speak of these par- 
ticular offices, ought to have a certaia amount of capital in the first instance to 
pay the extraordinary expenditure of the first few years ? — I think there ought to 
be some kind of guarantee that they shouid reserve a sufficient amount equi- 
valent to the value of the policies. 

1253. Otherwise you do not consider that the office would be in a safe condition 
as regards its powers to meet the losses of the assured ? — I do not ; it is an 
essential point, that the ofiice should be always in possession of the sum repre- 
senting the value of all its policies. 

1254. Then in proportion as competition increases between assunuice offices, 
and therefore as the necessity of incurring a OMich larger expenditure in the first 
instance in order to force business, so the necessity for capital becomes still more 
urgent? — ^The capital will be ultimately small, compared with the value of the 
policies, if the business is of greait magnitude. Capital is of secondary and tempo* 
rary importance ; if the security ia to consist of capital alone, the capital required 
would be extravagantly great, as it ought in that case to be equal at all times to 
the aggregate value of the policies. 

1255. My- 
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1255* My question is this : as competition increases amongst assurance offices, r, ji. Edmondtj 
and therefore the necessity of using greater efforts on the part of a new office to Esq. 

obtain a portion of business, or create new business, becomes greater, the early ■ 

expenditure therefore is greater than for offices where the ground is less occupied, *^ ***! *^3. 
and so the necessity for a capital to meet those increased expenses becomes 
greater ? — Yes ; because the risk of a successful end to the speculation becomes 
greater. 

1256. And the necessity for early expenditure is greater also, is it not? — It is 
greater in proportion to the income of the office at the beginning. 

1257. Is it the case that the preliminary expenses of an assurance office, and 
the expenses of the early years of its existence, are much greater now than they 
were formerly at the establishment of the old offices ? — I should say they are. 

1258. From what cause does that additional expense arise? — Chiefly from 
increased competition. 

1259. From the necessity of increased advertising? — That is one of the causes. 

1 260. And for increased agencies ? — That is another. 

1261. Have you known many assurance offices either suspend their business or 
sell it ? — I know there have been many that have sold their business. 

1262. Wound up their business? — Yes. 

1263. Do you think there is much loss incurred by the public in consequence of 
persons declining to continue policies from a feeling of the insecurity of the offices 
in which they are assured ? — I think that is a great source of the loss that is expe- 
rienced by the public. 

• 1264. That is a loss which may never appear, and never attract attention; 
because it would be done by every individual of his own choice, and therefore it 
would not appear before the public ? — An individual sacrifices the value of the 
policy when he leaves an office, of either the stability or solvency of which he 
entertains doubts. 

1265. Supposing a person wishes to leave an office, is not every office ready to 
pay a price for the extinction of a policy ? — The chief offices will always give a 
good price ; but I believe that many offices will allow nothing till some years after 
the policy has been effected. 

1 266. But every policy has a value in the office ? — According to the office tables 
it has, if a proper principle of valuation be adopted. 

1 267. Then the only case in which a person can incur loss by relinquishing a 
policy must be in those cases where offices are unwilling to give anything for their 
policies? — There is a loss if the office refuse to give the full value of the policy; 
the office generally gives only two-thirds of the value. 

1268. Of course, no office gives the full value for its own policies; it makes a 
profit in buying a policy ? — Y^es, but still that full value constitutes the interest of 
the policy-holder. 

1269. When you speak of losses incurred by the public from the relinquish- 
ment of policies, you mean in cases where persons relinquish a policy, and receive 
nothing for it ? — Yes, which is almost always the case with those offices which are 
forsaken from doubts of their stabiUty and solvency. 

1270. Is it not consistent with your knowledge that a number of cases of losses 
from that cause have occurred ? — I think they are occurring every day, and have 
been for many years. 

1271. Would it not be a very suspicious circumstance, in connexion with an 
assurance office, if they were not ready to pay something for their own policies ? — 
They know they are of little value to a purchaser, so that they can dictate their 
own terms. 

1272. It is not an universal practice, then, for offices to be ready to purchase 
their own policies r — Not at a fair value. It is not always that you can get them 
purchased at two-thirds of the value. 

1 273. What is considered among assurance offices a fair trade value of a policy ? 
— Two-thirds of the value of the policy, according to the office table. 

1274. That is, two-thirds of the premiums which have been paid ? — No ; it is 
generally nearly one-third of the premiums which have been paid. 

1275. One-third of the entire premiums? — ^Yes; the trade value of the policy 
is generally considered to be one-third of the premiums paid. 

1 276. And therefore it is usual to consider that one-third of the premiums is 
the value which the office will give ? — ^Yes, one-third of the premiums. 

1277. Of course, no policy can be relinquished by a private individual without 
0.55. Q 2 submitting 
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y. R. Edmondsy Submitting to a great loss ? — The full value of the policy would be the loss sus- 
£sq. tained by a person wiio surrenders it without receiving a portion of the value 

from the office. 

13 May 1853. 1278. The full value would be one-half* of the premiums received?— Yes. 

1279. ^^^ ^he loss in the other case would be the difference between one-third 
and one-half? — Yes ; that is, in offices where they redeem their policies. 

1280. But greater losses are incurred comparatively, because offices will not 
give anything for them ? — Yes ; at least, they will not give anything unless they 
have been in force five or seven years, and then they may give much less than 
two-thirds of the value. 

1281. You think there are a great number of policies dropped in consequence 
of persons being dissatisfied with the guarantee the office offers ? — I believe there 
is a very large number. 

1282. Now, in valuing the assets of an office, what is your practice with regard 
to your own office in calculating the future premiums at any particular moment ; 
you have told us the principle on which you base your premiums in the first 
instance ; how do you take those assets as to future income in making a periodical 
valuation of your position ?— The additions to the premiums are disregarded ; the 
net preu)iums alone are valued. 

1 283. When you say net premiums, you do not mean the premiums charged 
to the assured, but you mean your own private nrt premiums according to your 
private calculation ? — Yes, taking off the addition which I mentioned, which 
amounts to about 12 per cent, on the premiums, 

1284. The full premiums charged to the assured you submit to a reduction of 
about 1 2 per cent. ? — Yes ; that will leave the net premium. 

1285. Then you only take credit for the future premiums to be paid to you 
less by 1 2 per cent, than what is actually charged to the assured ? — Yes. 

1286. Is it your opinion that taking the full amount would obviously lead to a 
very inaccurate result?— Decidedly, because you cannot capitalise the excess of 
premiums, without also capitalising the liabilities undertaken by the office in con- 
sideration of this excess receivable. 

287. For example, you mentioned there would be 5 per cent, put on for com- 
missions? — Yes. 

1288. Then if you were to value that 5 per cent, you would be taking into 
the valuation a sum which you are going to pay to your agents in future years ? — 
Yes, which we should never receive. It is only about the charge for expenses 
that any question could arise, and that charge is actually paid by the office, or 
would have been if the business had not exceeded about two millions in aggregate 
of sums assured. 

1 289. Do you make periodical valuations in your offices ? — Once in five years. 

1290. Is that for the purpose of dividing bonuses ? — Yes. 

1291. Is yours a mutual office? — Partly mutual and partly proprietary: one- 
fifth of the profits to the proprietors, four-fifths to the assured, which is the pro- 
portion now very generally adopted. Most proprietary offices have become 
partially mutual. 

1292. You say, in making that valuation, you deduct 12 per cent, from the 
gross premiums, in order to reduce them to the net premiums, which you think 
you are entitled to receive for the risk you run ? — Yes. 

1293. Could you suggest to the Committee any particular form of account 
that could be easily made by offices generally for the purpose of shewing accu- 
rately a periodical valuation of that kind? — I do not think there uould be any 
difficulty in framing a proper account, comprehending a small number of head^ 
of classification applicable to all offices. 

1294. Is there any pr(^rtion which the accumulated fund in hand would 
bear to the whole liabilities, which of itself would be a pretty accurate test; 
are you aware whether we could take any given proportion of the accumulated 
fund in hand at the moment, in relation to the whole liability of the office, as any 
general and tolerably accurate test of its solvency ? — ^The fund in hand is generally 
increasing with all offices for the first 30 or 40 years. 

1295. But the risks are also increasing, are they not? — ^The risks become 
stationary after 15 years, or very nearly so. 

1296. You mean, as one class goes off, another comes in ? — ^Yes, so that the 
increase is very low after the first 1 5 years. 

1297. When you have got 15 years of age, the new business is just about 
sufficient to replace the old business^ and the office remains in a tolerably even 

condition 
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condition as regards its liabilities and its income ? — ^As to income from premiums T. R, Edmonds^ 
and the aggregate anioant assured, the progressive increase will be very small ^^H- 

after 15 years ; but this will not be the case with the liabilities on policies and 19 May 1853. 
interest received from investments, both of which will continue to increase con- 
siderably for several years after. 

1298. Is there any particular proportion which the net assets on hand, the 
accumulated fund, should bear to the whole liabilities of the office, which may be 
taken as a general indication of its satisfactory position ? — I do not think it 
would be easy to state in a growing office without reference to its age, the pro- 
portion which ought to exist between its accumulated assurance fund and the 
value of the total sums assured ; it would also be necessary to take into con- 
sideration the bonuses attached to the policies. 

1 299. But the bonuses would depend on the profits which would appear to 
have been made ? — Which have been declared, 

1300. But you are of opinion that what has been stated to the Committee, viz., 
from 45 to 55 per cent, upon the risks at any particular time on hand, would be a 
sufficient test of the satisfactory position of the office? — Yes ; 50 per cent, of the 
premiums which have been received on existing policies. 

1301. Do you publish an annual account as well as periodical accounts ? — Not 
an annual account. We have published an annual account on two occasions. 

1302. You publish a periodical account to the shareholders? — Yes; it gets 
into the hands of the public; it is the same thing as making known to the 
public ; it is accessible to every one, 

1303. You do not publish to your shareholders any annual account? — We 
have on one or two occasions ; they formed part of the periodical accounts which 
have been published. 

1304. You say you make up an account every five years, which you publish to 
your shareholders? — Yes. 

1305. But do you publish any intermediate account, annually, between the 
five years ? — Rarely ; it has been done on one or two occasions. 

1306. Are you of opinion that any intermediate accounts that could be pub- 
lished from year to year would be of value as showing the progress of the office? 
—I think, with relation to offices which have been long established, the accounts 
of a single year would give very imperfect information. 

1307. Would not a periodical account of young offices for the first five years 
give v^ry imperfect information ? — They would require to be watched for the 
first few years. 

1308. Would not their expenses, exceptional and accidental at first, be greater 
in a young oftice, which is incurring great expenses and accidental losses, than 
in an old office ? — Yes. I do not think there would be any objection on the part 
of many old offices to publish an annual account. Those which do publish peri- 
odical accounts, would not, I think, object to an annual account, if it could be 
shown to be useful. 

1309. But you think an annual account would not show much ? — It would not 
show the state of things so fairly as a periodical account. 

1310. You are speaking of tlie old offices ? — Yes. 

1311. Would not it show as little in the new offices? — They have no periodical 
accounts to refer to. I think if an office has a periodical account to refer to, it 

would be of little value to add thereto an annual account. ^ 

1312. When you speak of the old offices, you mean offices that are old enough 
to have furnished peiiodical accounts ? — Yes. 

1313. Have you any reason to think there is much dissatisfaction or appre- 
hension in the public mind as to the safety of offices to whom they are paving 
periodical premiums?— I think the abandonment of assurances in many of those 
offices is a sign that the pubHc are dissatisfied. 

1314. Do you think it would be a matter of great advantage to the offices 
•themselves if any plan could be fallen upon to give the public a periodical 
assurance, from time to time, that the whole fund equal to meet their demands 
remained uniuipaired ? — I think so. 

1315. You think that would be a great encouragement to people to use assurance 
offices more than they do now ? — I think it may be reasonally supposed that a 
person who would know that bis property was in safe custody would be inclined 
to speak well of that office, and of assurance offices generally. 

0.55. Q 3 " 1316. And 
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T.R.Edmonds, 1316. And to use them? — Yes, and to use their influence with others to 
Esq. encourage them to assure. 

1317- And even to set apart a larger portion of their own means to secure 

12 May 1853. the future payments ? — Yes. 

1318. Taking the parties assured in your office, do you think it is an absolute 
right wiiich every man who has his life assured has, to be satisfied from time to 
time, in every possible way, that the fund to which he is contributing is in a per- 
fect state and unimpaired, so as to meet the demands to which he is contributing? 
— It appears to me that the sum representing the value of the policy to which 
he is entitled is his own property, he being the beneficial owner of it, and the 
assurance company being a trustee for the safe custody of that property. Without 
that fund, of which his policy value forms part, an assurance company could not 
pay him bis claim when it became due. 

1319. You think the party assuring is the principal, and the office is the trustee ? 
— Yes, with regard to the assurance fund, which represents the aggregate value of 
existing policies. 

1320. And you think that the principal has every right to be satisfied in every 
possible way that the trustee is performing his duty, inasmuch as the estate will 
satisfy the objects of the trust in the long run ? — I should say so. 

1321. If we are told that an interference on the part of the law which regu- 
lates trusts, and which takes on itself to protect persons who have not always 
power to protect themselves, as in the case of infants, would be an interference 
with trade ; would it be an interference with trade as usually understood, were the 
Legislature to propose such regulations as they thought would give to assurers 
the full means of judging of the condition of the fund in which they were bene- 
ficially interested ? —In my opinion such interference would not be a fettering of 
trade, but the reverse ; in any other trade the creditors can call upon the company 
to prove its solvency ; it would be for the advantage of honest traders if similar 
power were extended to the creditors of assurance companies. I should say it 
would be for the benefit of the office also that that right of inquiry should be regu- 
lated by the Government, so that the office should not be troubled by too many 
applications by parties interested, to prove the possession by the company of the 
requisite fund in hand to meet their claims. 

1322. Does it not very often happen that other persons than those who select 
the office, and pay the premiums, are interested in the ultimate fund assured ? — 
Yes. 

1323. I mean that parties other than the party who selects the office, and pays 
the premium, is interested in the ultimate payment of the money assured ? — Yes, 
in the case of trustees and so on. 

1324. In the case of securities for debts, in the case of children, and in every 
case in which the objects are to be carried out after the party's death? — In 
general the interest of the party assured, and that of the party to receive, are 
identical ; I know there are cases, such as the question supposes, where the party 
effecting the assurance is indifferent to the ultimate result, but I think that is an 
exception. 

1325. Does it sometimes happen that a life assurance is provided for out of 
an absolute fund, such as the rents of an entailed estate, which are in themselves 
quite sufficient for the payment of the premiums, and that the sum assured is to be 
applied to purposes in which the assurer himself in the* meantime is very slightly 
or remotely interested r — I am not aware of many instances of that kind. With 
respect to assurances to secure loans, expected to be repaid at an early period, 
which are very common, the parly is indifferent as to the ultimate fate of the policy. 

1326. Take the case of an entailed estate : Suppose a party buys a property, 
and all the security is an entailed estate, is it not constantly the practice that he 
assures his life as a security for a loan, and that the rents of the entailed estate are 
settled or secured to a sufficient amount for the payment of the premiums during 
his life? — Where there is a loan, then the party advancing the money is the per- 
son interested in the ultimate payment. 

1327. The creditor?— Yes. 

1328. That is, not the party assuring his life? — ^The party whose life is assured 
is indifferent to it. 

1329. So that the office then stands somewhat in the relation of a trustee 
between the person whose life is assured, and the person who is benefically inter- 
ested ? — ^That is one of the common sorts of assurance. 

1330* The 
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1330. The party who is ultimately beneficially interested may be under age, or ^- R^ Edmonds^ 
in fact, may be unborn, at the time of assurance, as the money may be bequeathed ^^' 

to, or settled on, the child or children of a marriage subsequently to take place : ~I ~ 
the oflBce, in that case, is in the position of a trustee for the parties who may *^ May 1853. 
ultimately be beneficially interested, and who may be infants or unborn at the 
time? — Yes. 

1331* Would that, in your estimation, be the same kind of interference on the 
part of tlie Legislature ; that is to say, taking care that trusts of this nature should 
be faithfully fulfilled, and that there should be the full means of fulfilling such 
trusts, or be at all analogous to the ordinary interference with trade, viz., buying 
and selling, where people can use their onn discretion from day to day, or from 
time to time ? — By no means ; the party effecting such a policy is required to 
make the annual payments, and he has a right to know that for the annual pay- 
ments which he must hereafter make, he has a prospect of ultimately receiving 
the sum assured, and the company cannot pay him unless they have the value of 
the policy in hand at the time of inquiry. 

1332. And the person who may be beneficially interested ultimately in the re- 
ceipt of the money may have no power or control whatever over the office, or 
even over the payment of the premiums, or the selection of the office at the time ? 
— No ; none after the assurance is effected. 

1333. ^^ y^^ think that offices generally could furnish such an account as 
would give a satisfactory statement of that kind, without any undue or improper 
interference with their affairs?— I think so. I think any statement that may be 
made should be accompanied by a statement of the principle on which the valua- 
tions are made ; I think an account, without such a statement, would be of very 
little value. 

1334. Such a statement, that any person assured, who might not be able to 
imderstand the statement himself, could, by submitting it to another actuary, be 
easily satisfied whether it was a satisfactory statement or not ? — Yes ; such a state- 
ment would be understood by actuaries, and explained by them to the public. 

1335. Or to private individuals, who might be interested in having it explained ? 
— Yes ; so that the public would soon know the true state of things. 

1336- Do you think there would be any difficulty in making such a statement ? 
— I think not 

1337. Have you ever attempted to form such an account, viz., an account of a 
simple nature, which you think would be sufficient for that purpose? — I have 
given a little attention to it ; I should not like to submit any form at present. 

1338. You think such an account might easily be framed? — I have no doubt 
of it. 

1339. I think I understand you to say, an account of ah uniform character?— 
Yes, of an uniform character, so as to be applied to all assurance offices. 

1340. And that it would not involve any material difficulty with the offices to 
keep their accounts in a proper shape to allow of that uniform form of account? — 
My impression at present is so. 

1341. Would you propose that each office should use the same table in making 
such an account^ or that they should use their own tables for the valuations ? — 
I would have each office make its valuations according to the tables already exist 
ing, explaining the principle of those tables. 

"1342. That would not be an uniform account? — No. 

1343. I understand you would allow every office to make its periodical valu- 
ation on its own principle ? — Yes, as it is done at present. 

1344. Only you would require that they should state the principle on which 
they do make it?— Yes. 

1345. So that any ordinary actuary might be able to give an explanation to a 
private individual who is interested in it, working it out in his own way as to the 
position of the office ?— Exactly. It might be accompanied by a statement of a 
valuation which would result from any other principles which might be recom- 
mended by the Government. j. • r 

1346. Would you place any confidence in any return of the condition of an 
office without knowing the principle on which the valuation had been made ?— 
I should not; because there are various modes of stating accounts which produce 
results very different, although the materials are the same. 

1347. You mean an account may be made out to show a very large profit, or 
perhaps a loss with the same materials?— Yes, with the same materials; for 
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2\ R. Edmond$; instance, if variations be made in the table of mortality, the rate of interest of 
1^8q, money, or the allowance tor expenses. 

1348. What would you propose with reference to stating the assets of the 

13 May 1853- office in such an account ; I mean the mode in which their capital is invested ? 
— I would have the investments classified under, say, half-a-dozen different 
heads ; so much in cash, so tnuch in Government securities, so much on mort- 
gages; perhaps so much on mortgages yielding 3 J per cent., so much on mort- 
gages yielding 4 per cent., so much on life interests, so muck on loans on 
policies. 

1349. You think a classification of that kind might be made that would give 
a useful statement as \o the mode in which the capital is engaged? — Yes. 

1350. Is it consistent with your knowledge, that much loss has been incurred 
by insufficiency of mortgages? — I am not aware of any considerable losses sus- 
tained; generally when the rates of interest are high, the losses are in propor- 
tion, so that the rate of interest received is nearly constant with all offices. 

,1351 . So that if you have a list of the assets of an office, and see a high rate 
of interest, do you infer that the risk of the investments will correspond with the 
rate of interest ? — Yes ; that it is proportionately greater. 

1352. I suppose Jt is not uncommon, where a man wants to borrow money on 
any given security, that he will try several offices, and failing to get it at one 
rale, he will give another if he requires the advance ? — Yes ; that is commonly 
done. 

1 353. And therefore the rate of interest paid would not be a bad test of the value 
and safety of the security? — Just so; the rate of interest, I imagine, Would not 
be found to exceed by more than a half per cent, the rate which Government 
securities yield. If the Government securities yield 3 per cent., it may be 
expected generally that the interest of assurance offices from good investments, 
would be 3 \ per cent. 

1354. The average rate ? — Yes. 

1355. Do not assurance offices hold a good number of Exchequer Bills some- 
times? — Only as a balance, where they expect to have claims to pay, which they 
must make provision for. 

1356. They are kept as a cash balance to meet immediate claims ?~Yes ; or 
in order to provide for loans of large amount which they have agreed to make. 

1357. Do you expect that the new Exchequer Bonds are likely to be a favourite 
investment with assurance offices ? — I am afraid not ; they will be payable at too 
remote a period. 

1358. Will they not be saleable, like any other stock in the market.? — ^Yes, but 
they will be liable to depreciation. 

1359. You would look upon them more in the light of Consols than Exchequer 
Bills ? — Yes ; if they were current for short periods, they would be a more useful 
investment. 

1360. You would not use them for cash purposes? — No, you would never 
know what they would represent when they were paid away. 

1361. That is, when you wanted to realise t^em? — ^Yes. 

1362. You would know what they would represent when paid, if payable at 
par? — If you wanted to realise in the intermediate periods you would not know. 

1363. You would not know what they would be worth when you required to 
realise them ? — Just so ; but if they were payable at intervals of 5, 10, or 15 years, 
they would be more useful as security. 

1364. You think they would be much more current if they were payable at the 
choice of the holder at those various periods ? — ^Yes. 

1365. Or, if they were convertible into stock at par, at those various periods ? — 
Yes, something to that effi^ct would render them more negotiable. 

1366. Mr. Geach^ Making Exchequer Bonds convertible into stock at par, 
would not improve the security ? — No, unless you could sell the stock at par. 

1367. The stock would be equally liable to depreciation ? — Yes. 

1 368. Chav^manJ] Can you suggest to the Committee any change in the internal 
management of assurance offices, which might be insisted upon as the practice 
which would improve the present system r — No ; I know of none. I think the 
internal arrangements of most offices are complete ; they require no amendment. 

1369. Could you suggest any greater safety in the manner in which the audits 
of offices take place ? — I think tlie facts are elicited. I think there is no suspicion 
entertained in any respectable office of the correctness of the accounts rendered. 

1370. Could* 
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1370. Could you suggest to the Committee any mode by which the general ^« ^- Edmonds^' 
accuracy of those accounts might be attested to the public ? —Not in a diflferent way ^•^* 
from what they are now. The only mode of making them accurate w ould be to "TTI ~ 
impose a penalty on any incorrect or fraudulent account. ^* *' ^^^' 

1371. What means have you of discovering any inaccuracy or fraud ? — If there 
was a fraud committed it would be known to a great number, and out of that 
number to whom it would be known^ it is very likely the truth would triinspire. 

1372. Must it necessarily be known to a great number?— It would generally 
be known to the directors, auditors, actuary, and clerks. 

1373. Does that follow ? Would it not be possible for an actuary or manager 
of an office to have his accounts calculated in such a way as not to show the real 
character and result of those accounts ? — ^The actuary renders the account to the 
directors, and that account is subject to examination. I believe the actuary con- 
ceals nothing from the directors. 

1374. Suppose they had lent a very large sum of money upon bad security, 
which might be called a mortgage, but the value of the property, to the knowledge 
of the immediate manager of the office, had very much fallen off, and never could 
have been worth the amount they had embarked upon it ; could a fraud of that 
kind not be very easily perpetrated without its being known? — If there was a 
defect of that kind, and the security yielded no interest, that would appear in the 
account of the recei|)ts. 

1375. Would you consider it necessary, in a statement of assets generally, to 
slate what interest had been received ? — If the rate of interest is less than it 
ought to be if all the securities yielded profitable interest, there would be 
ground for suspecting that some of the securities were insufficient. 

1376. You mean, if the aggregate interest received by the office from the 
assured for the year be less than it ought to be upon the aggregate of the invest- 
ments, it would afford a presumption that some of the investments were bad, and 
yielded no interest ? — Yes ; and that fact would be proved, and reveal the precise 
state of things. 

1377. Do yon think that any actuary, or public officer appointed by the Govern- 
ment, not to assist, but to examine the accounts in company with the auditor of 
the office, and generally to receive such explanations as he thought proper to 
make on the condition of the office, would be a guarantee to the public ? — Would 
that officer come in as an auditor or an actuary ? 

' 1378. Suppose he was a professional actuary, but was to act hs an auditor?— 
As an actuary, I think he would be of no use ; because the actuary of the office 
could render the account in any form the Government should demand ; all that 
would be required, would be that the principle should be stated on which the 
valuation was to be made. 

1379. Would not such a public officer be able to judge generally, without 
descending to any nice calculations, whether the groundwork of the calculations 
which the office had made was such as to make it safe for the account to be received 
in that state ? — He would not be able to judge better than many others of the 
public, unless instructed by the actuary. 

1380. Suppose a public officer of that kind were to go to an office, and he were 
to find a case where the actuary had taken credit for the gross amount of pre- 
miums in future, would he not be able at once to see that that was the case ? — : 
The officers might be required in their periodical accounts to state whether or not 
they had taken credit for the gross amount of premiums. 

1381. Suppose an office were to state that falsely? — That might be remedied 
by a penalty for giving a false return. 

1382. I want to know how would you arrive at the fact that it is a false return ? 
— The fact of its being false would be known to so many individuals, that it would 
be impossible to keep it secret. 

1383. There are only eight or ten persons in an office, and they would be all 
equally interested in keeping the secret? — I think there are very few things 
of moment which happen in one assurance office that are not more or le^^s known 
to other assurance offices ; what happens in one is certain to ooze out. 

1384. Then as the actuary of a large assurance company, are you sufficiently 
cognisant of all that happens in other assurance companies to look at those imf>er- 
fect accounts which are now published, and say whether they represent the true 
state of the office, or not? — If they were coupled with a statement of the prin- 
ciple on which the accounts were rendered, and there was a penally for making 
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r. R. Edmombf a false return^ I think that would be sufficient ; the individuals copnected with Uie 
^' office would reveal what was the true state of things as a secret, and it would 

"TI 7 gradually become known to the pi;U>lic that somethiiig was wrong. 

ifi May 1858. 1385. Would it be any interference with the business of the office, if a public 

officer were to go into the office and look at the periodical accoiints, and say, *^ I 
want to know how you have computed these premiums, show me the gross amount 
of policies which you have now existing ;" would be not at once be able to say 
whether they have computed those premiums at the gross amount which they 
represented, or with a sufficient deduction to make for a safe calculation for the 
public ? — Yes ; I do not think a public officer would have apy right of interferei^ce 
imtil there was ground to suspect fraud; it would be interfering unjustly with 
private traders' affairs. 

1386. Would there be any difficulty for him to do that?«^I think not; but I 
think the interference would be unwarranted by any es^ectations of advantagie 
to the public. 

1387. Would there be any interference with the busmess of the office, or any 
inconvenient interference with the business of the office, considering that a grea^ 
object is to be obtained ? — Yes ; I think sa 

1388. You have stated that in general it is very much to the interest of the 
offices themselves that the public should have every satisfaction on the safety of 
the offices, and the truth of their returns as stated on the accounts ?— Yes. 

1389. I)o you thinki looking at the great advantage that it would be to the 
offices, it would be any hardship for them to show in what way they had com* 
puted their premiums ?-^They are ready to declare the mode in whicxi they have 
computed the premiums ; it is only when that declaration i^ suspected to be false 
that Government has any right of interference. 

1 390. But you must be aware that there have been many public companies, a^id 
public companies of the highest respectability, with a body of directors of the very 
highest eminence, the audit of whose accounts have declared they were solvent, 
and they have suspended payment in the next week ?— They did not state the 
principle upon which they audited the accounts ; they merely stated that they 
had audited the account and it was correct/ and it was correct on their mode of 
stating it ; the principle of the account was left iq obscurity ; if they had stated 
their principle the fault would have been found. 

1391. Do you think it would answer all purposes, for which you think the 
public mind ought to be satisfied, if every office were left just to make its own 
return, and simply state the principle on which that return was made ?-«^i think 
ao ; after it had hem shown that many offices had made incorrect returns, it would 
be time for the Government to interfere by a general r^ulation for inspection^ 

1392. Would you propose that the return should be verified in any way by an 
actuary, or an auditor, or any number of directors ? — I think it would be sufficient 
that it should be signed by some person on behalf of the directors ; the accounts 
are rendered to the directors, and they are chiefly the responsible party, 

1393. Would you think it necessary to impose on the directors the further 
responsibility of signing the return, in order that they might be more re^nsible 
for the accuracy of the account ? — For form sake it mi|^^ be ; as loi)g as it was 
authenticated by any signature duly authorised it would be sufficient. 

^394* Suppose any ground of suspicion w^re to arise, what would you do ?-r- 
I think inquiry might then be made by two actuaries appointed by the parties 
bringing the charge of suspicion against the account rendered, 

1395. But on the application 1^ whom wouid you think such an inquiry became 
necessary r — ^The parties injured would be the policy holders. 

1396. Would you propose that any policy holder should have a right to apply 
to the Government that an inspection should take place into the condition of the 
office ? — A greater number than one ; perhaps ten policy holders. 

1397. You thmk no interferenoe ought to tak^ place except upon the a^pplica- 
tion of the policy holders ? — I think that would be a good general rule* 

1398. Tlien you do not think that some miifbrm principle which would imply 
no suspicion or loss of character to the office, but which would give the public the 
same satisfaction, would be so good as the one which you propose ? — That is my 
opinion. 

1 399* ^^ y^^ ^^^ think it would be extremely damaging to the office, sup- 
posing eight or ten of their assurers were to go to the Board of Trade or the 
Treasury, and say, •* We suspect the condition cxf that office, and we call upon you 

ta 
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to appoint jour official auditors to inspect the condition of tbe office ?*' — It would T. R> Edmcmih 

be so until the inquiry had been made ; if the result of the inquiry be confirma- ^• 

tory of the account rendered, the office wouM be in a better state than many other ^ 

offices. ^ »M.yi8M. 

1400. Do you think, supposing the inquiry was so far satisfactory that the 
public officer might report that there was no real ground for danger, any damage 
that had been done fo that office would be thereby repaired r — I think there would 
not be much evil either way ; I think the damage would not be great. 

1401. But are you not of opinion that it wouM be better to have some unifonki 
plan which would not necessarily involve any suspicion, but being uniformly 
applied to all offices alike would hare the same end without exciting suspicion 
at all ? — It would not follow that the public would be made acquaint^ with the 
inquiry hi either case, so that tbe damage in effect would not be cousiderable 
either way. 

1402. What I want to call your attention to is this : that in the one case any 
interference, to whatever extent it might be, which yon suppose to be necessary, 
would be uniform and applicable to all offices, and therefore would excite no 
siiispicioQ with regard to any, while it would give a sufficient guarantee or satisfac- 
tion to the public ; and that in the other case it would involve a case of great 
suspicion, before persons connected with the office would apply to a public depart- 
ment to examine into the state of that particular office ? — It would be a choice of 
evils ; certainly it would be very disagreeable to any office to have a commis- 
sioner or inspector liable to be called in at any moment. 

1403. What table of mortality would you recommend, if the Government 
wished to make out a model table ? — I have no other table to suggest than the 
one which I have already mentioned, which was constructed by me more than so 
years ago, under the name of ^ Mean Mortality.'' This table I then believed, and 
still believe, to represent more correctly than any other table the mortality of 
assured lives* 

1404. That is a medium table between the CarKsle and Northampton Tables ? 
--^Ves ; one which I thought would obviate the chief causes of comphunt against 
each of those tables. 

1405. What would you consider the chief complaint dgainirt the Northampton 
table r — That the mortality therein stated at i^es under 55 years is much greater 
than the mortality experienced in assured lives. 

1406. And what do you consider the fault of the Carlisle Table? — ^That the 
mortality is underrated at all ages, provided the Rves have been long assured. 

1407. Is it consistent with your experience that the value of life is improving 
at all in that country ? — On the eontrary, the value of life hat been diminishing 
firoin the year 1816 to tbe present time. AU the mortaiily registers show that an 
increase has been going on from 1816 to the present time. 

1408. And there is an increase of mortality going on still ? — Yes ; but that 
increase has hitherto been confined to lives below the age of 20. 

1409. Ages not generally assured ? — ^No ; but the increase may be found here- 
after to extend to ages above 20. Tbe increaise in 20 years, according to the 
mortality observations which have been made, is 40 per cent, upon lives under 10 
years of age. 

1410. Is the proportion of deaths to births greater than it was prior to 1816, 
or only the proportion of deaths to the whole population ? — The proportion of 
deaths to the whole population is increasing, the proportion of births is very nearly 
stationary. 

1411. But tbe proportion of deaths to births also is increasing ? — The proportion 
of deaths to births also is increasing. 

1412. Then as regards the prospects of assurance offices, instead of improving, 
the offices will be rather getting into a worse condition, as far as the proportion 
deaths ?-^If tbe increase of mortality extends to ages above 20, which will be 
decided in a few years ; and if also the mortality of assured lives resemUts the 
mortality of the general population. 

141 3^ I suppose you have very few lives assured under 20 ?— Very few; we 
have very few under 25. 

1414. The great bulk are from 35 upwards ? — Yes. 

1415. Then the lives in whiefa the assurance offices are generally interested are 
upwards of 25 ?~ Yes. 

1416. Haa t he re ever b ee n any aai putatian Ma d a as t o riw rf i st i f an increased 
0.55. a 2 mortality 



Digitized by 



Google 



132 



MINUTES OF EVIDENCE TAKENT BEFORE THE 



T. R. Edmonds, 
.Esq. 

13 May 1853, 



mortality with a higher rate of interest at the same time?— :That would absorb the 
fund for contingencies. 

1417. Has that beqn a question at all considered by actuaries ? — There would 
be an insufficient reserve if there was any considerable increase in the mortality or 
reduction in the rate of interest. 

1418. At present the tl)ing has not taken place, and it has not become a prac* 
tical question? — No; there is a possibility of the mortality increasing with assured 
lives, as it is increasing with the younger lives of the general population. The 
observations of the Equitable show that there is apparently some connexion 
between the mortality of assured lives and the mortality of the general population; 
for the table deduced from the Equitable and Amicable experience combined, in- 
cluding the five years ot membership, represents very nearly the observed mortality 
of the total male population of England, in seven years from 1 838 to 1 844 inclusive. 

1419. How was the mortality of the male population, say above 20 years of age, 
before 1816, viz. for 20 years during the war as cou)pared with 20 years since? — We 
have no exact information of the mortality of the English population according 
to age previous to the year 1813. We have only two observations according to 
age on the English population, one for a period of 18 years, from 1813 to 1830, 
the other for a period of seven, from 1838 to 1844. 

1420. And you are unable to make any comparison of a period during the war 
and a subsequent period ? — We know the mortality of the total population, but 

. have no knowledge as to the mortality of the population distributed into ages previous 
lo the year 1813. The mortality of the total population was decreasing during 
the 80 years preceding the termination of the war; that is, until the year 1815. 

1421. You have no means of comparison with the adult population ? — No, not 
, as separated from the mortality of children. 

1422. You have spoken of the selection of lives; has that a great influence on 
the condition of an office ?— Very much so. The Equitable and the Amicable are 
the only two offices which have published their experiences in a form which yields 
exact information as to the value of selection. In each of those offices, at the 
same age, the mortality varies 50 per cent. The mortality at the same agtf of lives 
which have been anciently assured, is 50 per cent, greater than the mortality of 
lives which have been recently assured. 

1423. That is, upon an accurate comparison upon several points? — From a 
general comparison upon all points. 1 will submit a paper in which that is elicited. 

\The same is delivered iriy asjbllows :] 

TABLE showing the Mortilitt, according to Age and duration of Membership, experienced 
in the '' Equitable'' and '< Amicable" Assarance Societies, compared with the ^ Carlisle" Table 
of Mortality at Ages two and three Years older respectivelj. The numbers in the Table 
represent the Deaths in intervals of five Years of Age, out of 100 alive at the commencement of 
such intervals. 



Qainqiiennial Intenral 
of Age. 


" EQUITABLE."— 66 Year, to 1 January 1829. 


Cartisle ' 


Membership 

under 

5 Yean. 


Memberahip 

fh>m 
5 to 15 Years. 


Membership 

abore 

15 Years. 


Total. 


Membership 

aboTC 

5 Years. 


Table 

Two Years 

older. 


20 to 26 
25 „ 30 
80 „ 36 
35 „ 40 
40 „ 45 
45 „ 50 
60 „ 66 
65 „ 60 
60 „ 65 
65 „ 70 
70 „ 76 
75 „ 80 
80 „ 85 
85 „ 90 


3-33 

3-60 

3-21 

6-04 

4-65 

6-67 

8-98 

10-30 

11-69 

19-98 


4-67 

5-39 

6.86 

6-69 

8-99 

11-99 

16-78 

23-89 

31*66 

47-3S 


. 7.77 
8.32 
10-53 
13-53 
18*84 
26-61 
34*41 
45-44 
62-86 
68*68 


3-63 

3-64 

3-79 

6-23 

5-62 

6-72 

9-48 

12-32 

16-62 

24'66 

33-76 

45-61 

62-86 

68'53 


4-66 

5'60 

6-17 

7-13 

962 

12-77 

17-32 

26-01 

38-76 

45-61 

62-86 

68-58 


8-76 

4-35 

5-02 

5-79 

6-68 

7-70 

9-04 
12-52 
17-82 
26-08 
34-47 
46-21 
59-74 * 
78-68 


Deaths observed - - 984 


1,862 


2,263 


6,109 


4,086 


* "J 
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Table showing the Mortality 


according to 


Age and duration of Membership— >con/tnue<f. 




" AMICABLE "—33 Yemrt to 5 April 1841. 


Carlisle 


Qainqnennial Interval 








Table 


of Age. 


Membership 


Memberthip 


Members 




Membership 


Three Years 




wider 


abore 


befoi« 


Total. 


abore 






5Yeert. 


5Tean. 


Yeiur 1808. 




5 Years. 


older. 


20 to 25 


1 1 
- - Numbers insufficient. 


. 


: 


8-87 


26 „ 30 


• • 


. 


. 


• ^ 


- 


4-47 


30 „ 35 


8-65 


- 


- 


8-82 


• 


5-17 


35 „ 40 


4*88 


(3-62) 


. 


4-21 


- 


5-96 


40 „ 45 


4-07 


6-27 


• 


5-66 


6-70 


6-88 


45 „ 50 


4-86 


7-80 


8-14 


6-86 


7-86 


7-92 


50 „ 55 


5:48 


8-08 


12-76 


9-04 10-09 


9-58 


56 „ 60 


8-52 


18-46 


1817 


1258 13-38 


18-45 


60 „ 65 


18-88 


18-17 


22-89 


19-78 20-50 


19-10 


65 „ 70 


14-25 


25'97 


26-00 


2512 26-99 


26-78 


70 ^ 76 


- 


84*14 


38-15 


37-01 37-14 


36-64 


75 „ 80 


« • 


48-29 


48-14 


48-51 48-32 


48-80 


80 „ 86 


- 


51.74 


66-18 


64-31 


64-31 


62-56 


85 „ 90 


- 


• 


73-10 


74-93 


74-93 


76-34 


Deaths observed - 


165 


625 


978 1 1,768 1 1,680 

1 1 


— 
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TABLE showing the combined Experience of the " Equitable" and " Amicable" Assurance Societies among all their 
Members of more than Five Years' standings With which is compared a Theoretical Table, whereof the Mortality under 
the age of 52 ysars increases uniformly, at the rate of 3 per cent. (-02991) per annum, and the Mortality aboye that Age, 
at the rate of 8 per cent. (-07909) per Annum. 



Between Ages 


80-36. 


85-40. 


40-45. 


45-50. 


50-55. 55-60. 


60-65. 


65-70. 


70-76. 


75-80. 


80-85. 


85-90. 


OI>8erTed Pacts - 
Theoretical Table(«) 


4-91 
4-98 


5-78 
5-69 


6-44 
6-57 


7-49 
7-57 


9-85 
9-10 


1808 
12-87 


18-98 
18*80 


25-50 
25-6« 


86-47 
85-28 


46-98 
47-18 


58-98 
60-80 


71-03 
74-69 



Example vrom the abotb Table. 

Out of 100 Hying, aged exactly 40 years, there will die, according to the Theoretical Table, in the next fiye years, or before 
the attainment of the age of 45 years, the number 6*67. According to the Obenred Facts there died, in the same interyal of 
age, out of 100 aliye at the beginning of the intenral, the number 6-44. 

(a) This theoretical Table is the same as that hereiafter referred to as representing the mortality of the total male popula- 
' tion of England at ages aboye 25 years. 

1424. Does not that suggest a very great doubt as to the value of any calcu- 
lation ? — ^Tbere is no table ot mortality that can be strictly applicable to assurance 

'Offices with regard to age alone ; it must regard also the time for which a person 
has been a member. This is a paper which contains the recorded experience of the 
Equitable and the Amicable, divided into periods of five years in age, and periods 
of not less than five years in duration of membership. It will be seen that in the 

Tlquitable, between the ages of 40 and 45, the mortality among those who have 
been members less than five years is 465 out of 10,000; among those who have 
been members for more than 15 years, 777 die out of 10,000 in five years, being 

. a difference of fuU 50 per cent. The figures which follow at succeeding ages 

'are nearly the same, and' such is the case in the Amicable. 

1425. What is the general result ? — That the mortality increases rapidly, not / 
with the age only, as every one agrees, but with tlie time of membership. 

1426. Have you any general means of accounting for this result? — ^That the 
^lives that enter into an office are better than the average by selection, that is, 
"through medical examination, and the certificates that are required to be lodged 
^ of the party being in good health. That is the cause, or something of the kind. 
* Assured lives represent a better class of lives than the average, and that supe- 
riority is probably greatest in tlie first few years, and it gradually diminishes. 
From the Equitable and Amicable experiences, excluding the first fiye years of 
membership, the result of the total observations on assured lives agrees closely 

Svith the last observatioiis of the Registrar-general on the total male population 
'of England, viz., for the seven years ending in 1844. 

1427. The more carefully the lives are selected at the early periods, the greater 
'- 0.55. ' E 3 must 
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mu^t be the mortality at the later periods ? — ^Relatively to the first ; but the table 
alluded to as applicable to the English male population is a correct representa* 
tion of the facts observed at the Equitable and Amicable, excluding only the first 
five years of membership. 

1428. But in every assurance office a very large element of its safety must 
depend on the way in which the lives have b«en selected ? — Yes, undoubtedly ; 
and the value of that selection is always diminishing, and is of very little value in 
the case of policies which have endured more than 1 o years ; they become then 
av^&rage lives, their mortality being very nearly the mortality of mrale lives among 
the general population at the same ages. 

1429. And at certahi ages it may become considerably more? — ^That is what 
One might expect, but I do not find that they exceed tiie average, 

1430. Never? — No ; not at ages exceedmg 60 yeavt. 

1431. They are less at the early periods, and never exceed the average ? — ^They 
conform to the Carlisle Tables in the first 10 years d membetship; then they 
pass to a higher rate of mortality } after a certain time, when the age attained 
exceeds 60 years, they do not appear to go beyond that table already referred to, 
which represents also the mortality of the general population. 

1432. But the general population includes infants? — Yes; I mean the general 
population of the same ages. 

1433. Do they become as bad as the average ?— Yes; that average being the 
same as the mortality exhibited for male lives in the Registrar-general's observations^ 
lor the seven years ending in 1 844. 1 have also a table sbowmg the coincidence 
between those observations and the combined experience of the Equitable and 
Amicable Assurance offices. 

iThi same is handed m^ as/oliaws:'} 

TABLE, gfao^Hng the Anmual MortalItt per cent., accordiag to A|;e,of the Female Popolationa 
o£ England and Bfveden, observed at four different Periods. Also exhibiting for comparison 
Ihe ramlts df Dr^ Hejsham'g Carliele obsetratioti, and tfce results of two Tkeomtical Tables- 
deduced from a unifitrm law ef Mortality. 



A«M. 


Enolanp— Fetute. 


Slr«0t«^reMfcs. 


CkMLt^LMt 

BediSeM; 

9Yetn, 

17^9-1787. 


HbeoretiealTibK 

IrBtt^the 

Mortality Tsifag 

uiliMiiiiir ni 0sdi Os 

ThtwPMMltefLibL 




l^T^tfri, 
1813^830. 


7 Yews. 
1838-1844. 


41 Ysart, 
17ft6*47M. 


SSTflSrt, 
1811-1848. 


Villait.* 


BCeta. 


Oto 5 

6 „ 10 

10 „ 16 


4-22 
•81 

*48 


8*04 
•90 
•66 


8*28 

1«84 

•80 


8*27 

*78 
•49 


8*28 

V#2 

*64 


6-64 
•82 
-64 


6.70 
•90 
•86 


15 „ 20 
20 „ 80 
80,^40 
40„ 60 


•70 

*95 

1*14 

1*87 


-79 

•94 

1'18 

1*82 


• -85 

•88 

1'16 

1*64 


*68 

•78 

1*08 

1-42 


•64 

•76 

1*06 

1^48 


•82 

•78 

1*06 

1^40 


*75 

•98 

1*26 

1*68 


60 „ 60 
80 „ 70 
70 „ 80 
80 ^ 90 
Above 90 


1-98 

8*78 

8-88 

19*67 

84*09 


1-98 

8-79 

8*42 

18*8d 

84-58 


2-25 

4*68 

10-17 

19*99 

87-28 


2-80 

4^9 

10*54 

28-01 

89*72 


1-88 

4-12 

8*80 

17*68 

28-44 


201 

4-06 

8*48 

17-16 

88*46 


2*40 

4*88 

10*04 

20*18 

89*86 


All Ages. 


1*90 t 


210 t 


2^7 


2*98 


960 


— 


— 



* This theoretical ^'ViUage^ Table is idemCioal with the TaUe known si the "^ Carlisle.'' it 
represents the observed facts at Carlisle as nearlj as anj other Table, with ezo^tioii only of a 
deviation designedlj made at ages below nine jears. 

t Average annuel increase of the mortality of the population of England about cme-half per 
tent. 
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TABLE showing the Annual Mortalitt per cent, according to age, of the Male and Female 
Population o{ England ^ of (fiteshire and liancashire^ and of 12 of the healthiest large Towns 
of England^ during the seven years, 1888-1844. Also exhibiting, for comparison, the Mortalities, 
at corresponding ages, deduced from three Theoretical Tables. 
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MALES 




neoretScdlVblei, 

irb«dii Uie Umtmj i^iAm 

nnifonnly in each 

of thm Period! tiT life. 


TEMALES. 


Between 
Agea. 


Cheihire 
and 


TwdTe 
Iwalthtett 

Towm. 


Att 




lis 




AU 
Ensknd. 


Twdve 

haaMdeat 

l««e 

Towna. 


Cbesbire 

and 

I^mcaahiie. 


Oto 5 

5 „ 10 

10^ 15 


^-79 
1-14 


8*46 

1-14 

•46O 


T*07 
•98 
•50 


7-0© 

1-00 

•57 


•6-70 
-99 
•65 


6*54 
•82 
•54 


^•04 
•90 
'56 


7-21 

1-06 

•58 


8-46 

I'W 

•61 


15 „ 25 
25 „ 85 
85 „ 45 
45 „ 55 


•98 
1-04 
1-42 
2-J5 


•86 
1-08 
1-48 
S-00 


•80 

•97 

1^26 

1^78 


•70 
•94 1 

1^73 


•81 
1-08 
1^46 
1-95 


^7 

•90 

121 

1*62 


•88 
101 
l-:*4 1 
1-5(5 


•70 

•8© 

M5 

I^61 


•95 
118 
1-52 
1-95 


55 „ 65 
65 „ 75 
75 „ 85 
85 „ 95 


8-71 

7-92 ' 
16-26 
81*07 


8-55 

7^06 

15-58 


8^14 

6^61 

14^89 

29^5 


8-8? 

6-99 
14-81 
9817 


3-38 

6-99 

14^81 

28^17 


2-78 

5-87 

12-11 

2406 


2-78 

5-89 

18-20 

27-56 


2*71 

6-19 

13-50 


8-89 

716 

14-91 

28-58 


All Ages. 


2-72 


2-57 


2-27 


— 


— 


— 


2-10 


2-15 


2-51 



*This is the Table refisrred to in answer to Qaestioas, Nos. 1281 and 1408. 

f lliif theoretical Table is a oorwct repvesentation of the combined experience of the ^* Equitable' 
and ** Amicable" Assurance Societies, excluding only the five first years of membership. 

1434. Have jou aoy well-recorded example of unusual longevity of classes ? — 
The class in which the longevity is greatest is the agricultural population ; that i8 
generally represented by the Carlisle Table. 

1435. Does tbe Carlisle Table represent the agricultural population pretty acco- 
rately ? — Yes, that is a correct representation of the best part of the population. 
The Carlisle Table is also a dose representation of the vitality of the total female 
population as last observed in England. 

1436. Have you any table of the longevity of the particular classes of society ? 
— Not in general; my' impression is, that the agricultural population is the only 
one in very favourable circumstancesi representing those tliat work out of doors in 
rather hard labour. 

1437. Mr. Chambers.'] You said something about the abandonment of their 
policies by policy-holders as an indication of want of confidence in the office ; do 
you know that tnat has been done to any extent ? — I have known many inquiries 
previous to the abandonment of policies. 

1438. Single instances which have come under yoor observation? — Single in- 
stances indicative of a widely-extended want of confidence ; persons asking whether 
it would be safe to continue a policy in a particular office.' 

1439. When was that? — Not with reference specially to offices recently 
established. 

1440. With reference to old offices?— To offices in general ; there is a certain 
proportion of offices which are a little worse than others. Out of the total, a third 
pari perhaps of the offices may be rather suspected. In those offices the abandon- 
ment of policies is very considerable, and the profit to those offices proportionally 
^reat ; the greater the abandonment, tbe greater the profit. 

1441. CnairmanJ] The greater the abandonment, the greater the security for 
those that remain? — If the funds are insufficient to meet the demands of all the 
claimants, the departure of a portion of the claimants will diminish tbe deficiency, 
but tbe office offers no guarantee against the recurrence of the original amount of 
-deficiency. 

1442. Mr. Chambers.'] Do I understand you to say, with regard to one-third of 
0.55. R 4 ' the 
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r. R. Edmonds, the existing assurance offices in London^ there is a feeling of want of confidence ?; 

Esq. — Something like it. 

^443- A growing want of confidence? — It is merely looking at the policies ^ 

12 May 1853. there is a very diflferent scale of value for policies of the same amount inr different 
ofHces ; they will fetch very different prices in the market. 

1444. A different scale of premiums? — A difference in the value of policies 
for the same amount assured at the same time upon the same life in different 
offices. Some will not get a purchaser. 

144.5. Are there many offices in existence unwilling to purchase their own 
policies after five years ? — After five years, I believe, they will purchase ; whether 
they will purchase at an adequate value is doubtful. 

1446. What is the largest price that an office can give? — The chief offices 
will give two-thirds of the actual value. 

1447. What proportion is that of the premiums received ? — About one-third. - 

1448. Sometimes two-fifthj5? — Not so much, within my knowledge of the 
practice of the principal offices. 

1449. Do you know of any instance of a life assurance office failing to keep its 
engagements with its policy-holders ? — As long as there is a sufficient sacrifice of 
policies that is not likely to occur. 

1450. Do you know any instance in which a life assurance office has failed, in 
point of fact, to keep its engagements with its agents? — It is almost worse than 
failing, because if they failed after the manner of ordinary traders they would 
divide something amongst the policy-holders ; nere is a sacrifice of the entire 
policy. 

1451., Surely that is a voluntary act on the part of the policy-holder, for whose 
want of faith the society is not answerable ? — Faith is not voluntary^ 

1452. Are you really of opinion, upon the ground of any knowledge of the 
facts, that one-third of the assurance offices in England are undeserving of the 
confidence of the parties assured in them ? — They do not possess the same credit 
as others ; there is a variety of credits in assurance offices, as there is among 
merchants. 

1453. And you really believe that one-third of the offices in England are at this 
moment in a condition not to meet the liabilities which they have incurred ? — 
I mijiht say I thought so, w ith truth ; I do not mean to say they would not meet 
a portion of their liabilities ; if they retained a sufficient balance to meet three- 
fifths of their liabilities, they might consider that a state of solvency, but the 
parties as-ured would not consider so. 

1454. If you were asked to define a state of solvency, what language should 
you use ? — Possessing a fund in realised property, equal in value to all their 
policies at that time in existence. If they do not possess that, there is a degree 
more or less of insolvency. 

1455. That is a possible insolvency? — A certain insolvency at that moment. 

1456. Supposing they were to wind up at that moment? — ^Yes. 

1457. Taking that definition, have you, from an actual knowledge of the exist- 
ence of these assurance institutions to which you have been alluding, power to say 
that they are in that state? — I think it is highly probable, from the amount of profit 
divided by many offices. I think the amount of profit is not warranted by the 
amount of business, and that they can only obtain that profit by trenching on the 
capital, that is, the values of the policies. 

1458. Then, when you say you consider them in a state of insolvency, you 
mean you consider them not in a condition 10 pay the sum originally assured,, 
with all the nominal bonuses which they have added to the sum ? — I mean that 
the claims which the policy holders have against them are not fairly balanced ^ 
the sums they have in hand, together with the net premiums receivable from the 
policy holders, are not sufficient to make up the claims which the policy holders 
have against the society. 

1459. Are you aware whether that opinion is shared by any other actuaries? — 
It is more the public opinion than my own. If the policies of diffisrent offices 
bear a different value in the market, it is a sign of different degrees of confidence 
in the public. 

1460. Will you favour the Committee with an illustration of the different 
prices which policies would fetch in the market? — The price is a good deal regu- 
lated by the price which the office itself will give for that policy. You find 

generally^. 
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generally, that offices which are most highly trusted by the public give a higher T. R. Zdmo7i<h{ 
value for their policies than those in which the public repose inferior confidence, ^'9-' 

1461. Should you estimate the trust which the public repose in an office by 12 Miy 1853. 
the amount of business it is doinji^ now ? — I should say, that is a very fallacious 

jiround for the soundness of an office. 

1462. Is it a fair test of the public trust? — It is temporary; the present 
amount of business, we do not know how long it may continue. 

1463. Is it a fair criterion of the public confidence? — Of a portion of the 
public. 

1464. Is it a fair criterion of the public confidence, not of the validity of the 
grounds of that confidence ? — ^The test is really when a policy has been in force 
for some time, when it acquires a saleable value. 

1465. You mean people are liable to be over sanguine? — In the early stages, 
before an office is tried, you cannot say whether the confidence of the public has 
any grounds. 

1466. I am not asking you about the grounds, I want'to know as to the facts ; 
do you not think that it is a fair criterion of the existence of public confidence 
to inquire what is the amount of business which the office is doing? — Upon the 
same principle, you would say the greatest quack, having more business, would 
be more eiititled to the confidence of the public than the best physician. 

1467. A policy holder goes to purchase a f)olicy at an office, and if a very 
large number go, does not that indicate that there is a great amount of public 
confidence, whether it is well founded or not? — It is such a confidence as is indi- 
cated by the numbers who follow inferior empirical professors. 

1468. There may possibly be some persons here who think your answer is not 
quite candid ; apart from the satisfactory ground of public confidence, do you not 
think that the fact of an office doing a large business is a proof of the existence 
of public confidence? — It is a proof of the existence of confidence in some 
quarters. 

1469. Chairman.^ Might it not be a proof of great activity on the part of the 
office in pushing their business ?— A number of policy holders would be influenced 
a great deal by the representations of parties in the agencies of the offices, tlie 
people themselves being ignorant of the precise state of things at head quarters. 

1470. Mr. Chambers^] Assuming for a moment you are right in your opinion 
as to the condition in which a number of offices are now placed, what remedy do 
you propose for that state of things? — The proof of the existence of the policy 
values ; whatever the policy values are, they shoiild prove there is realised property 
to that extent, possessed by the office, 

1471. What plan do you suggest to the Committee for testing the condition of 
these institutions ? — The statement of the office itself 

1472. Do you know any office now in existence which does not make a peri- 
odical statement of its affairs ? — I scarcely know one that makes a statenient that 
can lead to much information, as they do not state the principles on which their 
valuations are made. 

1473. Are you of opinion that the principles should be propounded by some 
public authority, which should be common to all such statements? — I think it 
would be well that it should be so, both as regards the mortality to be adopted, the 
rate of interest to be used, and also the margin for expenses. 

1474. And that the enforcement of such a principle as the foundation of the 
calculation would detect the insolvency which you are suspecting ? — I would not 
ask for any minute or exact calculations, in addition to calculations made by the 
office on other declared principles, but merely that the officers of each office 
should say what the vahiation would be, if the principles recommended by the 
Government were adopted. 

1475. And you think, without taking out of the hands of the assurance office 
the whole management of its business, a public officer might exercise such a 
control as would give the public more confidence than they have now ? — I think 
it might be done without the aid of a public officer. 

1476. Who is to see that the pirinciple you mention is observed? — There 
should be a right of investigation where the returns were proved to be false. 

1477. What returns ? — ^The returns required from the offices, 

1478. Are you of opinion that returns should be required from all the offices? 
—Yes. 

0.55 S 1479- And 
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r. JR. Edmondsy 1479- And you probably have in your own mind the exact plan which you 

Esq. think will meet the proposed difficulty ; in diat case, I should wish to understand 

■"' what it is. What plan do you think ought to be adopted with reference to these 

12 May 1853. offices; I have not gathered from you what your scheme is? — It would be a 

periodical return of receipts and disbursements ; also of property and valuations 

of policies. 

1480. A return, where to? — To the Office of Registration. There would be 
a classification of the property according as it was invested in various forms ; and 
then there would be a return of the valuations classified under a few heads, the 
return being made according to the principles adopted by the office; and then a 
statement of the principles that were so adopted, accompanied by a general 
statement of what the result of the valuations would be, if they had been made 
according to the table and rate of interest recommended by the Government. It 
would be sufficient in most offices to show that there did exist an amount of 
realised property representing the total value of the existing policies. 

1481 . Have you seen Mr. Thomson's fornis for those returns ? — I have seen them. 

1482. Do they convey what you mean?— Not in the least. 

1483. You entirely diiflfer from him in his judgment on the matter? — Yes. 

1484. Have you prepared any such form yourself? — Not any form 1 would 
wish now to submit. 

1485. I tlank it dropped from you in answer to a question by the Chairman, 
that with reference to liabilities and assets, ti\ey should be arranged under a few 
general heads? — Yes; not to give trouble to persons making out the accounts. 

i486. Taking the new kinds of assurance business by modern offices, do you 
think a few general heads could possibly be correct ; must they not be very 
numerous ? — My impression is, that the relative amount of that business done in 
those new offices is very small ; the greater portion of all business done, both in 
old and new offices, is on single lives for the whole duration. 

1487. You think, with regard to the new class of business, it would not be to 
an amount of sufficient importance ? — No ; two or three classes might be included 
under one, without affecting the accuracy of the general result. 

1488. You have been asked about the offices being trustees for minors and 
unborn children ; can you tell me the words of a policy which covenants to pav 
A. B., whose life is assured ; what is the covenant to pay ? — To the assured, or his 
representatives. 

1489. To his heirs, executors, and assigns? — ^Yes. 

1490. Can the office, in any case you can put, become in any sense a trustee 
for anybody whose interests are not represented by the policy so effected ? — The 
office is a trustee for the beneficial owner of the policy ; his interests alone are 
represente4 by the policy. 

1491. I will take this case; tlie OH-ner of a Ufe estate entailed on his eldest son 
effects a policy for the benefit of younger children under the conditions or the 
covenant of a mamage settlement; in tliat case, are the interests of the possibly 
born children, at the time when this policy becomes a claim, in any sense confided 
to the office? — Not in that way. 

1492* Would not the trustees of the marriage setdement in that case select the 
office themselves? — They would. 

H93- Take the case of a creditor; a debtor assures his life for the security of a 
debt, would not tlie creditor select the office himself? — He always does so. 

1494. Can you tell me any case in which a party who assures for the benefit of 
another, would assure under circumstances where the interests of the party who 
is to receive the money was not represented at all?— In the case of a loan for a 
short period, I think such is sometimes the cas^ 

M95« If A. owes 50 /. to B., A. may assure his life to secure the money without 
the consent of B. ; do you think B. would agree to that ? — The lender, knowing that 
his loan would be repaid in a few years, would not care what became of the policy 
afterwards. 

1496. But if he relied on the security of the policy, would not he see that the 
policy was ettected in an office in which he liad confidence ? — Certain offices are 
good for five or ten years ; it is only where the policy is likely to endure for many 
years that the solvency of the office is an object. 

1497. I want to know whether Government interference can be required with 
assurance offices, on the ground of any interests being imperilled in the business 

of 
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of life assurance, which are not represented when that assurance is eflPected. I have T. R. Edmondi^ 
put the case to you of the owner of a life estate under a marriage settlement ^' 

assuring his life for the benefit of younger children ; that is a case in which the 

office, you say, has nothing to do, the interests are represented by the trustees ; ^^ ^^^ ^^^^ 

you have alluded to a case in which the parties who are ultimately to be interested 

are in no way represented when the assurance is effected ? — The policy holder I 

refer to is a party entitled to inquire whether his property is in safe custody ; I 

do not know of any other entitled to make that inquiry. The interference of 

Government is requisite for the purpose only of regulating this right of 

inquiry, 

1498. Take a father assuring his life for the benefit of his children, not under 
covenant ; that is the nearest case I can put, for it may be said the children are 
not represented ; do you think the circumstance that minors, and even unborn 
children, may become interested when the policy becomes a claim, is a sufficient 
reason for the interference of Government by legislation ? — I do not think that 
the reason for Government interference ought to rest on the ownership of the 
gross proceeds of a policy. Every policy ought to be considered as having an 
absolute owner, or a trustee representing the owner. The value at any time of 
the policy to the trustee owner is the sole property to be protected by the State 
against the possible maladministration of the assurance office. 

i4gg. The question is this : inasmuch as minors and unborn children may be 
interested in the sum assured by the policy at the time the policy is effected, do 
you think the interference of the Government is necessary, in order to protect 
their interests? — As being policy holders in general, to the extent of the value of 
their policies. 

1500. At all events, that would not be a special reason ; you think there is a 
general ground for Government interference? — I think in general, the party 
effecting an assurance has an interest in common with the party to whom the 
payment is ultimately to be made by the office, and that as the policy holder, he 
has a right to know that the money which will enable the company ultimately to 
pay his claim, is in existence. If the present value of a claim of 100 /. receivable 
at death is 60 /. ; if the value of the premiums henceforth payable is 30 /., I think 
the assurance office ought to be obliged to show on their returns that they have 
30 /. in hand as the value of the policy, which would enable them to pay the 
claim when it becomes due. 

1501. Mr. Hamilton.] Was I correct in understanding you not to recommend 
Government interference, unless upon a requisition by a certain number of policy 
holders? — Yes; that I think is the course to be recommended. 

1502. You were asked by the chairman as to various ways in which Govern- 
ment interference might be called into action: was I correct in understanding 
that upon the whole you thought it was not desirable that there should be such 
an interference, at all events, except in the case of a requisition by a certain 
number of policy holders? — That is my view. I think the returns of assuraace 
offices are generally correct. 

1503. And that you relied on a periodical statement containing various 
particulars specifically given, as nearly as might be, in a state and form authen* 
ticated by a responsible officer, with a statement of the principles of valuation, as 
the best means of guarding against improvidence on the. part of the company ? — 
Yes ; I believe such a statement would generally be correct, and would be entitled 
to public confidence ; the defects in statements generally arise from concealment 
of the principles upon which those statements are founded. 

1504. I think you further recommended that there should be a model table; 
can you describe more particularly what you mean by a model table ? — A table 
which might be agreed upon by those who have most considered the subject. 

1505. A table of mortality r — Yes; a table of mortality first; then a certain 
rate of interest, and then the addition to the premiums. I should say a model 
table, compounded of the elements of mortality, interest, and the addition for 
expenses. 

1506. In that model table would yoii propose that the great variety of con- 
tingencies on which assurance offices are founded should be set forth ? — No ; 
nothing further would be necessary than a statement of the table of mortality, 
the rate of interest, and the addition for expenses ; an actuary would make the 
calculations according to the class of assurance to, which it might be intended to 
apply. 

0.55. s 2 1507- After 
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T. R. Edmonds^ ^S^T- After all, does not in a great degree the solvency of assurance offices 

Esq. depend on the accuracy of the principles on which the calculations of the 

^ij, ,8 actuaries with regard to their contingencies are made? — That depends most on 

- *y 53- the principles adopted ; if the principles are correct, the actuaries' calculations 

may be looked upon generally as correct. 

1508. But those principles vary to a great degree with reference to the different 
contiuj^^encies on which different offices are founded ; there are some offices which 
profess to assure for certain contingencies, and otlier offices for qther contingencies ? 
— Ves; but the calculations of the actuaries would be shaped accordingly, to re- 
present the proper premiums. 

1509. Chairman.] The question I put to you formerly on the subject of inte- 
rests, which brought assurance offices into some sort of analogy with trustees, was 
with the view of asking your opinion whether the interference of the Governriicnt 
with reference to assurance offices, having in view the remote and contingent inte- 
rests wliich they had in their hands, was not very different from the interference of 
Government in the daily transactions of business, which were only from day to day, 
or for short periods; are you of opinion there is much distinction with regard to 
the business of assurance offices, and business in general in that way? — Ihe dif- 
ference rests chiefly in the value of the polity at any time ; the trust relates merely 
to the value of the policy at any particular time that may be selected. 

1510. But is there not a great difference between an obligation which has to 
become due at a very remote period, contingent on annual payments, and obliga- 
tions which are running only from day to day, or for very short periods, where the 
persons so selecting may*use their own option as to the transactions into which 
they enter, or into which they will not enter? — That increases the ground for 
interference unquestionablj^ because the party represented has no power to cease 
the payment of the premiums. 

^ 1511- Take the case of a settled estate; suppose a person on marriage settles a 

provision for his wife and for children then unborn in the event of his death, 
assuring his life for a considerable sum as a security, and charging his estate with 
the payment of the premiums from year to year, so that there can be no doubt 
whatever about the payments being kept up, the only parties interested in the 
result being the widow in case she surv ives, and the issue in the event of children 
being born ; would the trustees, although exercising an option at the time they 
enter into that arrangement, have any power of controlling it after they had done 
bO ; would not, tlierefore, the whole value of that settlement depend on the ability 
of the office to comply with the engagement into which it had entered ? — Yes ; 
then instead of the assurance company being bound to show its solvency at a par- 
ticular moment, it would have to prove its solvency up to the time the claim 
became due. 

1512. Would not that be an additional reason why the public, when they are 
entering into engagements which have a very remote prospective eventuality, 
should be satisfied of the solvent and satisfactory condition of tl)e oflice into which 
they enter ? — So remote and prospective a risk is greater when the life assured, or 
the party engaged, is compelled to continue the payment of the premiums until the 
end of life* 

1513. The whole value would fail if in the meantime such apprehensions arose 
as to the condition of the office, as to induce a suspension of the payment of the 
premiums, or if in the meantime the office itself were to fail ?— They would be in 
a worse position than an ordinary individual, because they would be obliged to pay 
the premiums, while an ordinary individual might withdraw, and lose only a small 
portion of them ; the value of the policy sacrificed would be much greater than the 
value in the other case. 
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MEMBERS PRESENT. 

Mr. Wilson. 
Mr. Rlunlz. 
Mr. Cowaiu 



Mr. Mullings. 
Mr. Chambers. 



JA.MES WILSON, Esq., in the Chair. 



Samuel Brown, Esq., called in; and Examined. 

1514- Chairman.] ARE you an Actuary ?— I am Actuary of The Mutual Life -S- ^^^-^^h Esq. 
Assurance Society. 

1515. Was your company established since 1844, under the new Act ?— No, aJuneiS^a. 
it was established in 1834. 

1516. On what principle was it established ?— On the purely mutual principle, 
without any guaranteed capital at all. 

1517. Without any capital whatever? — Just so. 

1518. Out of what fund, then, did you pay your preliminary expenses? — 
Entirely out of premiums received. 

1519. But you had expenses, of course, before you had premiums? — No, I 
believe not. The directors agreed for the first five years to guarantee, if it were 
necessary, 500/. each amongst 15 of the directors, but that sum was never called 
for; the premiums in the first year#amounted to about 3,900/., the expenses were 
only 574/. 

1520. But you had a guarantee fund of 7,500/. ? — Yes, not paid up. 

1521. Payable if necessary ? — Exactly. 

1522. Tne premiums for the first year were 3,900/., and the expenses 574/.? 
— Yes ; in the second year the expenses, including the deed of settlement, were 
1,22.';/., and the premiums 5,114/., so that we never had occasion to call for any 
portion of the guarantee fund. 

1523. What is your opinion as to the present condition of life assurance offices 
generally ? — My own impression is, that from the great competition prevailing at 
present, it is impossible to carry on an office without a guarantee fund, without a 
paid up guarantee fund, I should say, in the present day ; because the expenses 
are so greatly increased that you would require in every case some fund to fall 
tack upon, in order to meet the risks. 

1524. In what way are the expenses necessarily increased? — From there being 
«o many companies ; I consider the total extent of business has not increased in 
the same proportion as the companies, and consequently the amount of business 
done for the first few years by each company is considerably less than it was in 
former days. 

1525. And you consider, in order to get the same amount of business, a much 
greater expense must be incurred? — Yes, considerably so; there must be a greater 
-expense for advertising, and a greater expense in establishing agencies, without 
which little business can be obtained in the present day; and generally I conceive 
Ihat the ex|)enses must be much greater now, in proportion to the total amount of 
business that would come into the hands of the company. I should state, that 
with regard to the amount of business obtained by companies previous to 1844, 
the total amount received in premiums by 2 1 companies established between the 
years 1720 and 1837 inclusive, was 2,233,679/. 

1526. Were those 2i companies the whole of the companies established 
during that period, or are they selected ? — They are all the companies from whom 
I have received any return ; they are not selected ; they are companies that have 
voluntarily sent in their returns on a request made to them. 

1527. Were there many other companies besides tiiose established during that 
time?— Yes, a considerable number ; their returns are not accessible; I have had 
no means of ascertaining what the premiums received for the first five years were. 

0.55. S3 1528. What 
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S Brown, Esq. 1,52 8. What argument do you derive from that ? — I consider the 2i companies 

to represent a fair average, taking all classes, both proprietary and mutual, from 

t June 1853. 172010 1837. 

1529. That must be a very small portion of the companies that were established 
during that period ? — The total number actually established, and in existence at 
the end of 1852, I have no means of getting at ; some may have gone off; the 
total number existing was 77 proprietary companies, and 27 mutual companies, 
making 1 04. 

1530. It does not follow but that the 21 companies might be very favourable 
specimens, and might not be a fair representation of the expenses of the whole ? 
— ^It does not follow, but they were not selected ; they are all those who voluntarily 
replied to the questions asked. 

1531. They were companies that voluntarily rendered an account of their 
receipts ? — Yes, upon request amongst some of my friends. 

1532. It is not likely that a company that had a very unfavourable account to 
render would have voluntarily made it? — Every company that was applied to 
made it. 

J 533- Were they 21 companies taken indiscriminately from the whole number? 
—Yes. 

1534. And all made a return ? — Yes. 

1535. How does that compare with the expense of companies of later establish- 
ment? — The returns I have relate only to 20 companies established since 1844. 
The total amount received by these 28 companies, including deposits and annuity 
money, is 431,080/. 

1536. In how many years? — In 3^ years. 

1537. The first was in five years ? — Yes, taking the first five years of the old 
companies. 

1538. Taking the first five years of the duration of each company? — Yes, five 
years of the old companies, and 3/^ years of the duration of the new com- 
panies. 

1539. Why do you take 3^ years ? — ^That is the average of the existence of 
the 28 companies. 

1540. Would not it follow, that the period being shorter, would very materially 
affect the average of the whole? — It would affect it, but nof to any great extent ; 
the proportion of premiums received per annum is about 21,300 /. in each of the 
old companies, and about 4,530 /. on an average, in each of the new. 

1541. Mr. Cowan.'] Those 28 companies are by no means the total number of 
companies that have been established since 1844? — There are a great many 
more ; 79 in all, proprietary and mutual. 

1542. Why do you select those companies r — Because they are the only com- 
panies of which returns could be made out, showing the proportion of expenses to 
premiums. 

1543. -Are those returns selected by yourself from a number of returns? — They 
are selected from a number of returns : it was made from a statement which was 
in the first instance prepared by Mr. Christie, of the Scottish Equitable. The 
total number of companies established since 1844,13 64 proprietary companies, 
and companies called mutual, which have a guaranteed capital, and 15 mutual 
companies, apparently established without any guaranteed fund, as far as I can 
ascertain. 

1544. Mr. Chambers.] Are you certain there were 15 companies established 
without a guarantee fund? — It appears so from the published prospectuses ; I have 
obtained all the prospectuses possible, and I find 15 companies without a guaran- 
teed capital, and 64, including proprietary companies, calling themselves mutual, 
having a guaranteed capital. 

1545- Chairman.] What do you find in the old companies as the average per 
centage on their premiums of the cost of management? — In the first five years the 
average expenses were not more than 14 per cent., including deeds of settlement, 
preliminary expenses, and the expenses oifall kinds of establishing the company. 

1546. Fourteen per cent, on the actual premiums received? — ^On the actual 
premiums received in the five years. 

1547. What is the case with reference to those you have alluded to as new 
companies? — I consider if you take the deposits and annuities, of which there were 
very few in the old companies, and include them as receipts from premiums, the 
expenses then would be 71 per cent, on the premiums received. 

1548. What 
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1548. What do you mean by deposits?— Deposits of money placed in the S.Browi, Esq. 
companies' hands for the purpose, I suppose, of improvement at interest. ^^ 

1549. That is not an asset of the company; that is a debt from the company? 2 June 1853. 
— I consider that properly ought to be deducted from the amount to represent the 

real premiums received, and so should the annuity purchase money ; but to put 
it in the most favourable way, viz. to suppose both the deposits and annuity- 
purchase money are included in the total premiums received, the expenses will be 
71 per cent. ; if you deduct the deposits and annuity purchase money, then the 
expenses will be 79 per cent, on the premiums received in the 3 /^ years. 

1550. Is it a frequent practice for people to deposit money with assurance 
offices at interest ? — It is not very common ; the total amount deposited with 
these companies appears from the accounts to be 1 2,693 /. 

1551- What rate of interest do they allow ?— I am not aware; it is not a busi- 
ness I have anything to do with. 

1552. Then they act as bankers, and receive deposits at one rate of interest, 
having to improve it at an increased rate ; is that the case ? — Yes. 

^553» Is that considered a legitimate branch of business for an assurance office 
to undertake? — It is frequently done in other countries ; in America, for example. 

1554. Is'it the practice of the old offices here ? — I fancy not ; I never heard of 
it in the old offices to any extent ; not at all, in fact. 

1555- It is a new practice, which has crept in of late years? — It seems so. 

1556. Mr. Chambers.] It is a branch of the business mentioned in the pro- 
spectus, " Assurance, Deposit, and Loan Society "?— Yes. 

^557' Chairman.] The whole three branches are mixed up in one?— It is 
sometimes the case. 

1558. They receive money at deposit at one rate of interest, and they profess 
to lend it out on loan at another rate ? — I presume that to be the case. 

1559- The company with which you are connected has no business of that 
kind ? — No ; neither annuities nor deposits. 

1560. Mr. Chambers.^ Do you loan money ? — We loan our own funds, for the 
sake of improving them, at interest. 

1561. Chairman.] You invest your own premiums r — Yes, on real property, or 
realisable property. 

1562. And on the security of policies? — On the actual value of the policies; 
not on personal security with policies, merely on the actual value. 

^563* You estimate the value of the policy at that time according to your valu- 
ation ? — Yes. 

1564. Mr. Chambers.] On policies of your own office, you lend money accord- 
ing to the extent at which you would purchase them ? — We lend three-fourths of 
the value at which the company purchase the policy, reserving one-fourth as a 
margin to cover deficiency of interest and other things. 

1565. Chairman.] Then the charge on these new offices to which you have 
alluded is 79 per cent, on the premiums received ? — On the pure premiums 
received ; taking away the deposits and annuities, the charge would be 79 per 
cent. 

1566. Seventy-one per cent, including deposits and annliities ? — Yes. 

1567. That is the average of the 28 offices ? — It is. 

1568. Of course there are many in that 28 that would be much higher, and a 
great many would be much lower? — ^Yes, some of them have been carried on at 
a very moderate expense, and sonae much higher ; I have stated the average of the 
whole 28. 

1569. Mr. Chambers.] That is Mr. Christie's calculation, I think; not yours? 
— It is Mr. Christie's calculation as to the arrangement of them in a tabular form. 

1570. Chairman.] Have you checked the figures with the original returns? — 
I have, as to 28 accounts; the others I did not find sufficiently clear to enable me 
to include them in my calculation. 

1571. The 28 you have checked with the Returns laid before Parliament, and 
these results are derived from your own calculations? — Yes. 

1572. Mr. Chambers.] And the conclusion you draw from that is, that it is 
much more expensive to get business for an assurance society now than it was 100 
years ago ? — Yes, much more expensive. 

C573. Chairman.] Do you come to the conclusion it is so much greater as, in 
your opinion, to interfere with the safety and future solvency of offices? — ^I con- 
sider at the present time it would not be sufficient to leave them a fund equal to 
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S, Broxvn, Esq. the real value of the policies which they have granted in the period I spoke of, an 
average of 3^^ years. 

2 June 1853. 1574* They being young offices, and having expended a great deal of money 

for the purpose of getting a connexion, is it not possible that a great deal of that 
expenditure might be like seed sown in the spring, of which the fruits may be 
reaped in the autumn ? In other words, is it not possible, and is it not the case, 
that in all new businesses a large expenditure is necessarily undertaken in the first 
instance, tlie whole advantage of which is not reaped until a future period? — Yes, 
that is true. 

1575. Would you not make a considerable allowance for that?— Yes; but still 
it seems to me "that a company should never spend more than the difference 
between the real value and the margin put on for profit ; that is, they should 
always be solvent. The first year, I consider a company is not solvent at thp 
end of the year if they have not the value of the policies in hand. 

1576. Mr. Chambers.'] You speak of a company, the insurers in w^hich have no 
securitv except the balance of premiums in hand? — Yes. 

1577. Which is your own case ? — Yes ; and that was the case originally with 
all the old assurance companies. 

1578. ChaifHianJ] That is not exactly your own case, because I understood 
you to say that though you had no guaranteed capital, you had a guarantee of 
7,500 /. from the directors ? — Yes ; but the value of the policies was in hand 
besides. • 

1579. Mr. Chambers.'] There are a great number of purely mutual societies 
that start without a guarantee fund? — ^Yes. 

1.580. Chairman.] What is the fact with regard to those 28 companies having 
any guarantee fund ? — Nearly the whole of tliem have a guaranteed fund ; the 
total capital paid up in the 28 companies appears to be 297,916/. 

1581. Have most mutual societies a paid up capital ? — No; tha greater part 
of tliem, nearly the whole of them in fact, are proprietary companies, or partly 
proprietary companies. 

1582. What is the amount of their premiums ? — £.431,000. 

1583. Then they had a capital paid up, very little short of three-fourths of 
their premiums ? — Yes. 

1584. That becomes a very great easement and security to those who assure ? — 
Yes ; no doubt a material security to them, but I speak merely of the expenses ; the 
effect of spending so much must be, that the money must eventually be repaid by 
the members, having been incurred by themselves in the first instance out of the 
premiums, from which also the interest on the guarantee fund is provided. 

1585. The fact of the capital being paid up to that extent, although it gives 
additional security to the parties assured, does not alter the character of the busi^ 
ness as to its bein^ profitable or unprofitable ? — It appears to me that it does not. 
I conceive that all these expenses, amounting to 71 per cent, of the premiums, 
must be paid eventually by the members ; and, consequently to that extent, the 
system of carrying on a modern business is much more expensive to the mem- 
bers, and much more to their detriment than the former system, which would 
expend only 14 per cent., and still have a guarantee fund. 

1586. That would be a question very much for the persons who subscribe that 
capital, rather than for the parties who are assured?— It seems to be ratlier for 
the assured, because in the end they will always be expected to repay any 
expenses incurred for the establishment of the company. 

1587. That is in the case of a proprietary company ? — ^Yes. 

1588. The first claims on the funds of the society, whether they be composed 
of original capital, or subsequent premiums, must surely be the claims upon 
the policies as they fall in ? — Certainly. 

1589. And those claims must be satisfied in priority to the claims of the paid 
up capital ? — Certainly. 

1590. And therefore if there be any deficiency in the long run, the first loss 
will be to the proprietors ; and their funds must be exhausted before the parties 
assured suffer any loss at all ; is not that so ? — Yes. 

1591. Then how is it that the parties assured must ultimately pay the pro- 
prietors* capital, unless the profits of the business should be equal to it? — 
Because the expenses of the business must always be paid out of the premiums 
received. If the company is prosperous, the profits will arise out of the premiums^ 
received, and consequently the expenses, if they are heavy expenses, will, in the 
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first instance, be deducted, and would leave a smaller amount of profit for the s. Brorcii, £«^. 
members out of their own premiums. _.—--. 

1592. That is only so far as the profit^ are divisible amongst the members? — 2 June 1853. 
Yes. 

1593. That would not affect the principal sum assured in the first instance, but 
only the diminution of the premiums on account of profits, or the increase of the 
sum assured, as the case mi^ht be, arising from profits subsequently ? — Precisely. 

1594. Then so far as regards the original sum assured, the parties assured 
would have a prior claim, and, so far as that sum is concerned, would be secured, 
although the whole capital of the original proprietors was lost ? — ^Yes. 

1595. Was your company registered under the Act of 1 844 ?— It was regis 
tered in the same way, I believe, as all other companies in existence at that time 
were registered ; that is, not completely registered, registering only the name, 
place of business, and the nature of the business of the company. 

1 596. Not the shareholders' names ? — No. 

1597. You made no return ? — We uiade no return ; we merely registered under 
the Act. 

1598. You merely registered the name of the company, the place of business, 
and the objects of the company? — ^That was all that was required by the Act, for 
existing companies. 

1599. Should you consider it an advantage to be completely registered under 
that Act ?— We should not consider it an advantage ; we have no objection to be 
completely registered. There are no clauses in the Act, I think, which we should 
have any objection to comply with. 

1600. Mr. Chambers.] You have not done it? — No. 

1601. You are aware you can do so? — It offered us no advantage from doing it. 

1602. Cfiairman.] Does the Act not make an exception in respect of assurance 
companies then existing ? — I believe so. 

1603. Mr. Chambers.] You cannot register completely under that Act? — I 
understand not. 

1604. Chairman.^ All joint stock companies could register under the Act 
except assurance companies ? — Yes, I believe so. 

1605. Have you not rather led the Committee to believe that the number of 
assurance offices is too large for the amount of business ? — That is my firm 
impression, from all the ipquiries I have made. 

1 606. Do you think if there had been fewer assurance offices, there would have 
been as much business as there is?— I think it would have been equal to the 
existing business. 

1607. Do you not think that parties have been induced to assure from the 
jireai activity of these new offices in attracting the attention of the public and 
making efforts to obtain business r — I believe the same efforts would have been 
made by previous offices ; I do not object to the number of offices now existing, 
I believe there is an ample field for all the offices to work in, but 1 think if the 
same increase goes on for the next ten years, it might become an important 
question to the assured. . ^^ 

1608. Mr. Mullings.] Might not that be effectually guarded against by a pro- 
vision that there should be a paid up capital as a guarantee fund which should be 
invested, and not used or dealt with until there was a certain amount of accumu- 
Itilcd premiums r— Yes, I think that would be an effectual protection. 

itog. Mr. Muntz.] How would you estimate the extent of the necessity of a 
gubtantee fund in each case ? — There is no particular rule that could be laid doun. 

i(')io. Do you think it would be possible to get any rule that would make it 
sale ? — iVIy impression is, that the rule that applies to banking companies might 
safely be applied to assurance offices in future. 

iJii. Still if there is no rule, and the proportion of guarantee fund cannot be 
ascertained, it seems a very doubtful question whether you could ever realise the 
object you have in view which should make all parlies assured secure? — ! 
conceive a capital of from 30,000/. to 50,000/. rei^erved as a guarantee capital, 
independent ot what is necessary to establish the business, would always form a 
sufficiently safe guarantee fund for any company. 

1612. Suppose you had a capital ot 50,000/., what amount of assurances do 
you think would be safe under such a guarantee as that ; how many millions oi 
assurances? — Any amount would be safe; the larger the amount of assurance 
business, the less you would require a guarantee capital. 
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S^BronHf Esq. i6i3« Then tbait makes a guaranteed capital of very little consequence?-^ 
* Except as a check on the formation of companies increasing faster than the 
2 June 1853. amount of business which can be obtained. 

1614. Chairman.'] You do not propose a guarantee fund for the purpose of 
adding to the security of the busitiess itself, hot rather as a check against parties 
undertaking a business, which, in itself would not be secure, in order that they 
may have a stake in the matter, and something to lose if the business be not 
conducted profitably? — ^I'hat is my individual impression; I do not see the 
absolute necessity for capital in the fonnation of an assurance company if it was 
carefully managed from the beginning; but if the expenses increase now as they 
have done lately at the beginning of the company, it is absolutely necessary to 
have some protection for the assured, which they may have to fall back upon in 
case the premiums remaining are not sufficient to cover the claims. 

1615. In fact, what you want a capital for is as a test of the bond fide intentions 
of the parties undertaking the company, which would be a security to the public 
that they undertake it for a bonA fide object ?•— I wish to f)ropose it with no other 
motive ; the having some such guarantee fund seems to me to be absolutely 
required, independent of any other capital. If a proprietary company is started 
for the purpose of making profits, I consider a guarantee capital should be 
provided besides, because the amount required as a proprietary company, to 
form the company, would be very small, 10,000/. would be sufficient ; and if no 
guarantee capital at all were required, any number of companies might be started, 
and in a short time they would be unable to fulfil their promises to the public. 

1616. Mr, Afuntz.] Then it appears your gieat object in having a guarantee 
fund is to prevent the success of companies to be established f — Unless they can ^ 
commence business with a chance of success. 

1617. Mr. MulUngs.'] You would have some consideration for those who may 
be assured, and may die first before there is a fund to meet their claims? — Yes. 

1618. That is the object of a guarantee fund? — ^Yes; a gtiarantee fund would 
be applicable to that. 

1619. How would you propose to deal with a guarantee fund; should it be 
invested in the names of trustees, and not to be dealt with ?— I think it might be 
invested in the names of trustees, and the necessary proof should be given from 
year to year that such guarantee iiind remained intact. That fund should be 
invested in the Government funds, or in some substantial security ; and should 
not be allowed to be broken in upon except on the dissolution of the company. 

1620. In that case, in what mode would you provide for the compensation or 
interests of the parties who may have paid up that guarantee fund ? — A consider- 
able portion of that interest would be provided in the public funds ; that of course 
would not be sufficient to induce parties to invest their capital in that way, I 
should, therefore, have no objection for another 1 per cent., or 2 per cent., to be 
paid out of the funds of the company, to make up the dividend to what would 
induce the parties to advance their capital. 

1621. That increased dividend would tend ultimately to leave the accumulations 
less for the benefit of the members ? — It would do so, but the amount would be 
very small, and. upon a guaranteed capital of 50,000 /., the difference would be 
only 1,000/. a year. 

1622. Chuirman.'] It would be the first charge upon the profits of the business ? 
— Yes. With regani to mutual companies, it seems to me that some amount of 
guarantee should be provided in the first instance, but that they sljould have the 
power, as they realised profits^ to withdraw such an amount of the guarantee as 
they pleased, and substitute the profits in place of it, with the understanding that 
those profits were not to be divided, because otherwise tbe guarantee would be 
merely a nominal guarantee for nominal purposes* 

16^3. Mr. MulUngs.'] You would have no objection to an office in which there 
was a guarantee fund accumulating from the receipts, and to be substituted for 
that which was then to be released : — No, I would not go to that extent ; I wouW 
permit them to substitute any portion of their profits they chose to leave undi- 
vided, for an equal amount of tlmt guarantee fund. For instance, if the company 
could pay more than 1,000/. a year in dividends, they couki substitute that excess 
above thieir own dividends ; and it should not be considered that a company could 
make any division of profits until they had realised the 1,000 /• to pay the interest 
to holders of guarantee stock. 

1624. What would be the test you would suggest for the purpose of ascertaining 
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that ? — I am afraid that ought to be a question of the valuation of policies ; I S. Br^nm^ Esq, 

conceive some guarantee should be given that the valuatkm had been made by 

the actuary of the company ; the Government might possibly require that another « June 185$. 
actuary should also form an opinion upon the subject, so that he might agree upon 
what was a feir reserve to be made from a valuation of the policies themselves. 

1625. Would some such mode occur to your mind to be rather desirable; 
suppose the fund to be invested in the names of trustees who are not beneficially 
interested in the office, that that fund should not be realised, or got rid of, exoept 
by the consent of those trustees, casting upon them the responsibility ? — Yes, they 
should be responsible that it is not got rid of, 

1626. Sdppose the office should come to such a resolution, that before they 
dealt with those funds, they should have the consent of the parties in whose 
names the fund was invested r— I conceive it would be no difference to them so 
long ns the fund was held intact, whether it Mas formed from the profits of the 
company, or from funds originally subscribed, so that their consent would be of no 
consequence. 

1627. Chairman!] Do I understand you to give an opinion that the guarantee 
fund might be replaced by monies other than profits which have been derived ? — No. 

1628. I presume it mi^ht be replaced, not by the whole of the profits, but by 
such a proportion of the profits as the companies themselves choose to set aside 
for that purpose ? — Yes. 

1629. But you would always keep a fund intact either from the original sub- 
scribed capital, or from the profits which had been placed there, in exchange for 
a portion of it ? — Yes, and it should remain undivided. 

1630. So that there should always* be a fund over and above the calculated 
liabilities of the company ? — Yes. 

1631. Mr. MuUings.] Would it be quite safe to rely upon a mere return from 
the company ; are you aware of the mode in which banks are formed with a gua- 
rantee fund ? — Only very generally. 

1632. Are you aware this is one mode in which they get security ; that they pay 
up a certain amount of capital, as a guarantee fund ; that they then receive 5 per 
cent, from that with a provision that a certain portion of the excess of profits 
beyond 5 per cent, shall go to a guarantee fund for the very purpose of replacing 
that amount, to be realised when it comes to the sum originally agreed upon ; are 
you aware that is the m6de ? — I believe it is, and I should see no objection to 
that plan being carried out in the case of assurance companies ; that is, that any 
excess of profit above 5 per cent, to the other shareholders should go first to form 
a substitute for the guarantee fund. 

1633. I apprehend you must have some mode of prescribing the proportion of 
the amount of interest beyond the capital. Assuming you were paying the 
fcndcr 5 per cent., and the profit beyond is three per cent, more, would you not 
prescribe some proportion of that to be set apart for the guarantee fund without 
reference to profits ? — I tbink it would be unnecessary to require the guarantee 
fund to be paid off. If the company, being a mutual company, see no necessity 
for keeping that guarantee fnnd subscribed by other parties, but prefer to have 
their own guarantee fund of 50,000/. out of their own profits, I can see no rea- 
son why thev should not be allowed to substitute for the other guarantee fund, 
their own ; but I see no necessity lor requiring parties to pay off the guarantee 
fund by laying by a portion of their monies adequate for the purpose. 

1634. You would not lock up in perpetuity the money of those persons who 
originally contributed ; does not it occur to you that you would be locking up the 
money in perpetuity? — I consider that a guarantee fund might be formed of 
shares capable of being transferred from one person to another, and it might be 
composed of shades fully paid up, and that they should not be less than 50/. each, 
that that 50/. share might be transferred from one party to another, so that, if he 
wishes to receive his capital he might do so by transfer, without tn-eaking in upon the 
guarantee fund. 

1635. Chairman.'] Would it not be very detrimental to the interests of a com- 
pany that it should continue for a long time a loan of money (because the case 
would be a loan of money, so far as the company are concerned) for which they 
are paying five per cent., and for which therefore they are paying 1,000/. out of 
their premiums every year? — ^That is the readon why 1 think it should be paid off, 
by substituting the profits of the company occasionally. 

1636. Would it not be a wise and beneficial arrangement, looking to the 
interests of the company itself, that that substitution should lie made ; that the 
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S. Brown, Esq. first application of the profits, whatever they may be, or however derived, should 

be applied to the payment of the guarantee fund ? — I think it would be better to 

« June 1853. leave to the company themselves the power to pay oflF the guarantee fund ; but that 
you should not insist upon paying it off. 

1637. I can quite understand that the company may have a factitious interest 
in paying profits at an early period, but beyond that can you state to the Com- 
mittee any interest a company could have in continuing to pay five per cent, on 
50,000/., when it probably was employing or investing its own funds at three and 
a half or four per cent. ?— Except thai it seems to me the guarantee would not be 
enforced unless you kept up that fund entire ; there would be no guarantee, in 
fact, unless yoii required a reserve of absolute proBts to be in its- place, and 
members would expect some share of the profits first realised. 

1638. Would the guarantee not be as complete if it were replaced by the profits 
of the company, which would otherwise be divided amongst the shareholders, 
as if it were continued by the original subscription capital of those concerned in 
the undertaking? — Yes. 

1639. Then would it not be a more economical arrangement for the company 
to make, to pay off* at tlie earliest possible period, a guarantee fund, for which 
ihey were payinu five per cent, by means of profits they have made in their 
business? — It might in some degree interfere with the prosperity of tlic business 
if parties found that no profits were divisible for so many years, and it seems 
therefore more advisable that a portion should be divided among the members, and 
a portion applied to the guarantee fund, rather than keep the members waiting 
until they had realised 50,000/. out of the profits. 

1640. But so far as regards the real and ultimate interests of the shareholders* 
or parties assured, it would obviously be to their interest, would it not, to get rid 
of an expensive loan at the earliest possible period, by which their profits ulti- 
mately would be larger than if they had continued that loan at five per cent. ? — 
Yes, it would, if they survived long enough to come into the profits afterwards. 

1641. Mr. Chambers.'] The holders of policies which became claims before the 
50,000/. is paid off, would be at a disadvantage, as they would lose their share of 
the profits? — Yes. 

1642. Treating the society as immortal, and all the members as immortal, it 
would be clearly, as the question stated, be to the advantage of the society to pay 
off an expensive loan first, and to divide profits afterwards? — Yes. 

1643. Chairman.] The difference between the interest they are making and 
that they are paying out, upon their own guarantee fund, would be an additional 
charge ratiier than anything else, on the society ? — It would. 

1644. Mr. Muntz.] Have you ever known any instance, in your practice, where 
there was any deficiency in respect of the responsibility of a company ? — I con- 
ceive that a society not capable of meeting the whole of its policies at any time, 
independent of its capital, is not in a solvent condition at that time. It may 
recover itself afterwards: I conceive that the value of the policies ought to be in 
hand from the very first year of the society. 

1645. Mr. Chambers.] You think a society should be able to go into the 
market at any moment of its existence, and purchase up its policies ? — Yes. 

1646. And leave off business with a balance in hand ? — To leave off business 
without a deficiency. 

1647. That is a theoretical solvency; but are you acquainted practically with 
any case where a company has failed to pay claims when made, because they had 
not money to do it } — I am not practically acquainted with it ; I see accounts of 
such thintis in newspapers and magazines, but I do not consider that I could 
speak to it personally ; it is not my business to inquire. 

1648. Chairman.'] Are you aware of the cases of ofiices that have offered their 
business for sale to other oflices, and which, on investigation, they have refused 
to accept ? — I have heard of such cases ; they have not personally come before ine* 

1649. ^^^^ Chambers,] Do you know what has become of any society that has 
been so dechned in the market? — One I have in my mind is going on still ; but 
I do not conceive that the position of a society is bettered by going on ; I con* 
ceive it is possible, by a larger expenditure of money, to bring in business for a 
time ; but the event would only be to place the society in a worse position than it 
was in before ; and when it becomes necessary to make an arrangement at last» 
a larger amount of money will have to be paid up, to meet the deficiency. 

1650. That is because the society is unable to carry on its business on profit 
able terms ? — Yes ; the fact of a society wishing to transfer its business, and not 
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being able to do so, seems to me to imply it was not carrying on business on 5. Brown, E^sq. 
profitable terms. « 

1651. Does it at all lead to the conclusion that where an offer of amalgamation 2 June 1853. 
has been declined, the company should continue to carry on business on unprofit- 
able and disadvanta<ieous terms r — No, it does not follow. 

1652. Cannot you imagine that by extraordinary exertions after that otler has 
been declined, and a desire fully to meet the responsibilit)' which the company 
has incurred with reference to those who have assured with it, the result of those 
exertions and the consciousness of that responsibility would be, that the business 
which had been unprofitable up to that time, became profitable afterwards, so that 
that society which began with being insolvent, might end by being very rich ? — 
It would be possible ; but the effect of spending more money to attain business, 
does not always succeed in making that business profitable. 

^653. You have assumed the condition that there must be niore money to do 
it? — It seems to me to be almost the universal rule now that mere exertions 
without an expenditure of money, avail very little. 

1654. The practice is universal to spend money now for the purpose of bring- 
ing life assurances to the ofiices ; knowing that practice, is it your opinion that 
that turns out to be an unprofitable investment of the money so spent by the 

•office ? — It diminishes the profits. 

1655. Is it an unprofitable investment ? —To that extent, that the profits are 
diminished by the heavy expenditure which is incurred by getting business as 
against other offices. 

1656. You forget the problem that I put to you ; business cannot be got, you 
say, without the expenditure of money ; you say the expenditure of money is 
made universally for the purpose of getting business ; taking those things into 

-consideration, viz., that the practice is universal, and the necessity is admitted ; 
do you still hold that that practice is disadvantageous to the societies who adopt 
it .•' — I consider the necessity must be the result of competition ; from there being 
so many societies in existence, they are compelled to divide the business among 
a larger number at a greater cost. If a smaller number obtained the same busi- 
ness, that business, I have not the least doubt, could be obtained without that 
expenditure if it were not for the competition of so many offices. 

1657. CkairmanJ] Does not the whole resolve itself into this: the proportion 
of business to the expenses r — Yes. 

1658. Without going into any speculative cases, you have quoted the returns of 
28 offices in which the expenses were 79 per cent, of the premiums ; is it possible 
for those to be paying companies ? — Not in my opinion, upon tlie average. 

1 659. Mr. Cham^rsJ] Is it possible for you to say, even by conjecture, that 
they are not most profitable companies ; taking the 3^ years, I ask you, as an 
actuary, is it possible for you to say they cannot be paying companies; nay, is it 
f ossible for you to give a well-founded opinion that they are not successful 
companies ? —I consider that a company cannot be considered successful that is 
not solvent at any given time. 

1660. You are asked whether they could be paying companies; I put it, do 
you mean to affirm that they cannot be successful companies?— I cannot affirm 
that they may not at some future day be successful companies ; at the present 
moment I cannot say so. 

1661. ChairmanJ] When their expenses are 79 per cent, on their premiums, 
can you give an opinion that they are successful companies while that expenditure 
continues ? — I consider they are not. 

1662. Are they solvent companies ?— I consider they are not. 

1663. Until the amount of prenjiums shall be very different, or the proportion 
of expenditure shall be very different, so that the proportion instead of being 
79 per cent, shall be very much less, are you of opinion that they can be considered 
solvent? — lam of opinion they could not pay claims ultimately if that system 
continues. 

1664. Mr. Chambers.^ Take the case of an assurance society which has 
eflFected one policy of assurance and has received one premium, and its expenses 
have been 300/., would you affirm, would you tidnk it right to affirm, witli refer- 
ence to that society, that its condition was not a condition of solvency? — No, I 
would not affirm that ; but it would show the society is not wanted, if after spend- 
ing 300 /., they could only obtain one policy. 

1665. Does not the whole weight of any inference which can be drawn from 
ihe proportion which the per-centage of expenses bears to the whole income 

0.55. T 3 depend 



Digitized by 



Google 



150 MINUTES OF EVIDENCE TAKEN BEFORE THE 

S ^rortny Esq. depend on the varying proportion year after year, viz., whether it diminishes^ 

^ whether it is «lationary, or whether it increases? — Yes. 

2 June i«53. 1666. If the expenses in the first year are 300 per cent, on the premiums, in 

the second year they are 70 per cent., and in the third year tliey are 20 |>er cent., 
should you or not say at the end of the third year that society was a successful 
society ? — I should say, certainly not successful. 

1607. Supposing at the end of the tenth year the expenses were 14 per cent, 
on the premium received, what should j^ou say then ?— It would depend on the 
amount ot expenses previously incurred. 

1668. So that in point ot fact, every feature with reference to the position of 
the office must be known before any 0[)inion can be given as to its solvency ? — 
Yes; I give no opinion with reference to the solvency of auy individual company, 
I speak merely of the general system of carrying on business now not being safe 
for the members as compared with the period I was speaking of. When the 
expenses were 14 per cent, on tiie society's business it was at all times solvent, 
and could have paid off the holders of policies at the first starting, without resort- 
ing to capital at all. 

1669. It is not a question of degree ; if the members are safe, they are safe ; it 
is no question of comparative prosperity ; it is a question of profit or no profit? — 
I am speaking of the comparative prunts they are receiving from a large margin 
on the premiums, and I say the rate of expenditure is not in favour of a company 
carrying on business under the present system. 

1670. Would it not be more correct to say that the shareholders would derive 
large profits from their concern ? — On the principles of assurance, I think the 
more your receipts are, the more you lose, if more than the margin is lost in ex- 
penses, because I conceive a premium implies that one advantage you are to have 
in respect of that premium is that it is capable of profit from the excess being 
laid out at interest. That is one great principle on which the rate of premium is 
fixed. I am supposing a guarantee fund ; that guarantee is part of the necessary 
expenses of the company; but if the expenses are so great that the members can- 
not obtain that margin of profit that is placed on the premiums, then the members 
are comparatively losing a portion of their own funds. Profits are nothing but an 
accumulation of the members' money at interest. 

1671. Chairman.'] Take any one company, or any number of companies, would 
it be a question whether it was deriving a profit or not, or a question of absolute 
loss, if the average expenditure of those conipanies, had been 79 per cent, of their 
premiunis ?— At that time it would be a question of absolute loss. 

1672. The future condition of the company must depend on the proportion of 
the future expenditure to the future income? — Yes; and the proportion of past 
expenditure which has been excessive. 

1673. They would want only that to improve their condition, so as to make it 
safe by making up lee-way of the past bad business they had done ? — ^That is what 
I conceive to be the necessity thrust upon them. 

1674. Mr. Chambers.'] Have you the accounts of those 21 offices in detail? — 
No, I have not; I have only got the total expenses in either case; I have not 
named the offices in any portion of my report. 

1675. You might have the details without giving the names? — I have not. 

1676. Do you think you can rely with any confidence on the correctness of 
accounts you may have, without having the details? — Yes, I should have the same 
confidence in their being generally correct, as we have in these accounts which 
are furnished to the Registrar's-office. They are given by the officers of the 
company in each case. 

1077. But you are aware, as far as regards the registered offices, those state- 
ments of Mr. Christie have been controverted ?— I am not aware of their being 
controverted as to the accounts ; it is merely as to the use which is made of those 
accounts. 

1678. Chairman.'] I understood you to say you did not make the same use of 
the accounts which Mr. Christie had made, but you took the same offices which 
he had taken, and took your figures from the returns themselves?— They came to 
almost the same results ; the only difficulty was wlAt we should consider to fall 
nnder the heads of preliminary or general expenses. Some expenses might come 
under one head, and some be put under the other ; but in the total expenses 
which I am now speaking of, it includes all the preliminary and general expenses, 
£0 that I do not think there can be any diflPeretice of opinion. 

1679. When you have been speaking of profits merely with reference to these 

28 companies^ 
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28 companies, you have been confining your observations, as I have understood, *. Brmin, E<«q. 
entirely to the |)roportion of expenditure 10 income ? — ^Entirely. 

1680. You have left out of both accounts the large amount of paid-up capital ^ ^""e ^^^z^:^- 
which you have admitted belonged to them, and therefore, though there may have 

been a very considerable loss so far as regards the actual business dune, the com- 
panies themselves may be perfectly solvent, taking into account their paid-up 
- capital, so far as regards aU the pckrties who have assured ? — Quite so ; I have 
done the sahie thing with the old companies ; I have simply couipared their 
expenses with the total of their premiums received, in tiie same manner that I have 
done with the new offices; their guaranteed capital at that time was considerahly 
larger than that of the new offices. 

1681. Mr. Chambers.'] Do those expenses include the interest on that capital ? 
— I think in a very few cases. 

1682. Was not that interest more than double the other expenditure ? — I think 
not. 

1683. Chairman!] Was it the practice in those old offices to pay up a small 
proportion, the subscribers being liable for the remainder? — The practice was only 
to pay up a small proportion, with liability for the remainder. I have a paper shorw- 
ing the number of life assurance companies established from 1706 to 1852, with a 
nominal capital, and nominal amount paid up in the proprietary companies. 

NUMBER of LiPB Assurance Companies, according to Date of Formation, existing at the end of 1852. Proprietary* 
and Mutual, with the Nominal Capital, and Nominal Amount paid up of the former. 





Number 

of 

Companies. 


Nominal 
Capita). 


Nominal 
Paid-up. 


Number 

of 

Companiei. 


Nominal 
Capital. 


Nominal 
Amo'Qnt 
Paid-up. 


Total Number 

id 

Proprietary 

Companies. 


Total Number 

of 

Mumal 

Companies. 


1706 

1720 

1762 

1788 

1792 

17»7 

1803 ... 

1806 

1806 

1807 

1808 

1809 

1810 

i813 

1815 • - • 

1819 

1820 

1821 

1822 ... 

1823 

1824 

1825 ... 

1820 

1829 

1830 

1831 

1832 

1833 


1 

1 

1 
1 
2 

1 
1 

1 
1 

1 
2 
2 

1 
4 
8 

1 


• • 

689^290 

lyOOO^OOO 

i,000ya<H) 
1,260,000 
1,300^0 
1,000^000 
400^0^ 
300,000 

92,620 
1,8,60,000 
8,000,000 

600,000 

12,000,000 

1,400,000 

800,000 


689,220 

1,000,000 

100,000 

100,000 

126,000 

182,000 

100,000 

40,000 

30,000 

• • 

92,620 

136,000 

1,000,000 

76,000 
916,288 
180,000 

48,000 


1 
1 

1 

1 

* 
* • 

I 

6 
2 

1 


300,000 
1,000/)#0 

160,000 

600,000 

• • 

1^000,000 

8,840,000 

2,000,000 

240,000 


£• . 

• • 

• 1 


2 

1 
1 
1 
1 
2 
1 
8 
1 
1 
1 
1 

1 
2 
2 

1 
1 
9 
6 

1 
1 


1 
1 

1 

1 

1 
9 

1 

1 

1 

1 


Total • - - 


24 


26,481,740 


4,718,028 


1« 


8,680,000 


- 


39 


14 



* In this list are included companies called Mutual, but advertising a guarantee or subscribed capital. 
0.55. T 4 

Digitized by ' 



Google 



152 



MINUTES OF EVIDENCE TAKEN BEFORE THE 





The following shows the Proportions in 88 Companies, established 


in 10 Years, from 1834 to 1844 inclusire. 


— 


Number 

of 

Companies. 


Nominil 
Capital. 


Nominal 
Amount 
Paid-up. 


Number 

of 

Companies. 


Nominal 
Capital. 


m 


Total Number 

of 
Proprietary 
Companies. 


Total Number 

of 

Mutual 

Companies. 








£. 


£. 




£. 


£. 










24 


26,481,740 


4,718,028 


13 


8,680,000 


- 


89 


14 


1834 




2 


1,500,000 


250,000 


- 


- 


- 


2 


1 


1835 




1 


800,000 


80,000 


2 


1,250,000 


- 


8 


2 


1836 




2 


2,000,000 


140,000 


8 


8,100,000 


- 


5 


1 


1837 




2 


1,500,000 


162,500 


2 


1,500,000 


- 


4 


2 


1838 




1 


600,000 


48,000 


2 


1,000,000 


- 


8 


— 


1839 




1 


1,000,000 


57,500 


2 


700,000 


. 


5 


— 


1840 




1 


1,000,000 


40,000 


- 


- 


- 


2 


8 


1841 




2 


700,000 


40,000 


1 


500,000 


- 


8 


1 


1842 




1 


1,000,000 


200,000 


1 


500,000 


- 


2 


— 


1843 




- 


- 


- 


3 


1,900,000 


- 


4 


— 


1344 


Total - • • 


1 


1,000,000 


50,000 


2 


1,000,000 


- 


5 


8 




38 


87,081,740 


5,731,028 


,. 


20,080,000 


- 


77 


27 



1684. That is about 15 per cent, paid up? — Yes ; rather more. 
The following shows the Proportions in 20 Companies, established in the Eight Years from 1845 to 1852 inclusive. 



— 


Namber 

of 

Companies. 


Nominal 
Capital. 


Nominal 
Amount 
Paid-up. 


Number 

of 

Companies. 


Nominal 
Capital. 


Nominal 
Amount 
Paid-up. 


Total Namber 

of 
Proprietaiy 
Companies. 


Total N umber 

of 

Mutual 

Companies. 






£. 


£. 




£. 


£. 






1845 


4 


8,250,000 


485,000 


4 


2,250,000 


- 


9 


— 


1846 


1 


500,000 


10,000 


6 


2,650,000 


- 


7 


6 


1847 


1 


250,000 


10,000 


4 


1,750,000 


- 


5 


— 


1848 


1 


100,000 


5,000 


8 


850,000 


- 


5 


8 


1849 


- 


- 


- 


6 


1,500,000 


- 


10 


4 


1850 


2 


500,000 


22,500 


8 


450,000 


- 


6 


— 


1851 


7 


880,000 


50,000 


8 


850,000 


• 


10 


1 


1852 


4 


500,000 


180,500 


4 


2,400,000 


- 


12 


2 


Total - - - 


20 


5,980,000 


718,000 


38 


12,200,000 


- 


64 


15 




58 


48,061,740 


6,444,028 


64 


82,280,000 


- 


141 


42 


Proprietary or Gu8 


irantee Com 


)anie8: 














To 1844 inclusive 


69 


57,161,740 














Since 1844 - 


53 


18,180,000 


18,030,000 












Total - - 


122 


75,841,740 




Total No. (with es-] 
timated Capital and J> 
Amount paid up) -J 


141 


87,075,000 





1685. 1° those 20 companies, established since 1844, the nominal amount of 
capital is 5,980,000/. ; the amount paid up 713,000/. ? — Yes. 

1686. Then the charge for interest would only be on the portion of capital paid 
up ? — That is all. 

1687. And the charge on the company would be the diflFerence between the 
interest paid to the proprietors on the portion of the capital paid up, and ihe 
interest they obtained by the employment of the money ? — ^That is all. I merely 

intended 
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intended to show that the proportions between the capital paid up and the S. Brow», r*q^ 

nominal capital did not differ very much in the old and new offices. - 

1688. Mr. Cliambers.'] But if you include in the expenditure of the new offices 2 June 1853^ 
the interest on capital, and do not include it in the expenditure of the old offices^ 

that would account for the difference in the results ? — I have included the same 
expenses in each case. 

1 689. I asked whether, with reference to the 2 1 old offices, you included the 
expenditure of interest upon capital, and you said, "No"? — I included all the 
expenses of the company. 

1690. You have not seen them in detail? — I have not, but I understand it to 
mean the whole expenses incurred. 

1691. Chairman.'] What would go into the items of charge in each case would 
only be the difference between the interest which they paid and that which they 
received ? — ^Just so. 

1692. That interest would necessarily go into the expenditure of the company? 
— Yes; it would depend upon how they charged the account. I have not the 
means of ascertaining, with reference to the old or new companies, how the 
accounts arc made up, but it seems reasonable to assume that they are made up 
on the same footing. 

1693. Have you any means of knowing the proportion of the guaranteed capital 
of the 28 new offices that was paid up ? — ^The whole 297,000/. I was speaking 
of, was paid up ; out of 20 companies, the nominal capital was 5,980,000 /., and 
the amount nominally paid up was 713,000 /. I have no means of knowing how 
much was actually paid up. The total number of new offices is 64 proprietary 
companies, and of 28 of those^ J give the proportion of the paid up capital ; of 
20 others I have given the nominal amount of capital paid up. In the 28 I have 
not necessarily included the whole 20. 

1694. fiut the 28 companies to which you have been referring in these terms, 
had actuallv 297,000/. paid up capital? — Yes. 

1695. Whatever their nominal capital might be, that was iheir actual paid up 
capital ? — Yes. 

1696. Mr. Chambers.'] Do you think those accounts, taking them as they are, 
enable you to form any accurate judgment as to the proceedings generally of the 
old and new offices, and as to the condition of any office at all ? Would you risk 
20«. on the accuracy of any opinion you could give on such a subject, on such 
materials? — ^Yes, I think so decidedly, at that time. If you were to ask me 
whether the companies taken altogether, were solvent at that time, I should say 
there was altogether a real deficiency in the value of the policies, there being only 
about 25,000 L amongst them, or 7-53 per cent, of the premiums received. 

1697. A real deficiency among 28 new offices, of 25,000/.? — About that 
amount onlv remained ; the value of the policies might be about 1 80,000 /. 

1698. The average existence of those offices being 3^ years? — Yes. 

1699. Supposing you had to legislate upon this question, do you think the 
materials you have, and the inferences you could draw from such materials as 
they are, at all a safe guide for legislation ? — No, I think not. 

1700. Chairman.'] Should you consider them sufficient to show that the 
amount of business done was inadequate to cover the amount of expenditure w hich 
you find to have been made by that large number of offices ? — I consider that view 
may fairly be taken. 

1701. Mr. Chambers^ But it is not necessarily inadequate, because there is 21 
per cent, left still ? — Twenty-one per cent, does not equal the value of the policies. 

1 702. Mr. Muntz.] Have you made any calculations for a longer period than 
3/jy years, to see whether they had progressed for better or for worse?— No; I 
connect the whole together, to seethe general effect; nor could I do so; with 
regard to the old offices, the comparison might have been made, but the object 
was simply to show the difference between the system at that time pursued, and 
what was at present pursued, forced perhaps by the difficulty of obtaining business ; 
that the expenses are so greatly increased as at this time to render the payment of 
claims unsafe; as at this time to render those companies not solvent if you look at 
their position. 

1703. Is there not a considerable difference between old and new offices with 
reference to the longevity of the population generally, since the old companies 
-were established ? — I have no reason to think so. 

J 704. Chairman'] Have you any reason to think otherwise? — ^I think the returns 
0.55. U show 
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V.Br€mh Eiq. show that there has been an increase of longevity with respect to the population 

generally. I find, with regard to the lower orders, a very great improvement has 

« June 1853. taken place, and I should not be surprised to find that in well conducted friendly 
societies a change may be made for the better. 

1705. Mr. Chambers.'] Can you have an improvement among the lower classes 
without an improvement in the rate of the mortality generally? — No ; but the 
improvement is not among the classes who assure their lives ; assurances generally 
are not made among the friendly society classes. 

1 706. Chairman.] Have you any means in existence with reference to a suf- 
ficient number of lives, a sufficient- number of years, to come to a comparative 
conclusion as to the different longevity of the present century among the poula- 
tion generall)', as compared with the past? — I should think the Census Popula- 
tion Tables which are shortly to appear will be most valuable, and they will be 
able to give a perfect comparison. 

1707. Are vou aware that it has been stated to this Committee, that so far as 
regards lives from the period from birth up to 21 years, the value of life has been 
actually less since 1815, than it was before? — I had no opportunity of looking 
into that question ; I consider the value of life from birth upwards is at present 
in a very uncertain state. 

1708. Mr. Mullings.'] Are there not tables which show, or at all events profess 
to show, whether correctly or incorrectly, the rate of longevity on the one hand, 
and the rate of mortality on the other, from the age of one year to 70 or 80 years 
of age, among 10,000 persons? — Yes, there are several tables of that kind ; there 
are tables derived from the experience of assurance offices; one of the most im- 
portant, perhaps, is that derived from the Equitable experience. 

1 709. Can you tell us what is the average rate of longevity among persons of 
21 years? — I have here a little table which was extracted from the tables of ex- 
perience of the mortality in the Equitable Society, showing at different periods 
of age, viz., between 30 and 35, between 35 and 40, and so on, an increase of 
mortality dependent on the number of years a party had been selected as an 
assured member. Between the ages of 40 and 45, the average mortality amongst 
all classes taken collectively was 1'14; between 45 and 50, 1*35, and so on. 

TABLE, showing the Mobtautt per Cent, in the Equitablb AMOBAireB Sootbtt, between 
QniaqBennial Feriods of Age, out of 100 Persons existing at each Period, Mid admittsd 
respectively at iatervals preceding, increasing by Five Years. 



Between the Ages of 


Rsteof 
Mortality oo 
all Peraom 

taicen 
CollectiTely. 


Oti 

762P«noos 

Aecured at the 

AgeofM. 


On 

743 Fertofis 

Assured at the 

Age4»f45. 


On- 

615 Ptreons 

Assured at the 

Age of 4*. 


On 

470 Persons 

Assured at the 

Age of 45. 


On 

321 Persons 

Assured at the 

A«eor60. 


90 ^ ^ - 


•77 


•70 










36 — 40 


106 


112 


100 








40 ~ 4d 


1-14 


i-ao 


lMft7 


I'Op 






45 — 60 - 


ra6 


1-72 


1-46 


1-22 


1*09 




60 — 66 


1-89 


204 


1-76 


1-72 


1-79 




55 ^ 60 - 


2-60 


2*94 


3-70 


200 


2-44 


. 


60 — 66 - 


8-38 


4-76 


436 


8-85 


8*86 


8-67 



The result is, that the mortality in the society is less than the average in its earlier 
years, and greater the longer it continues, even out of persons existing at the same 
ages. It is a very important point as affecting new assurance companies, because 
the mortality which might appear very small to them at first will gradually at 
the same age become greater. 

1710. Chairman^ That is, if it falls below the average at one time, it rises 
above the average at another, or else the average could not be maintained ? — 
Just so. The tendency of the companies has been to assume that a diminution 
will take place in the mortality, as shown by the companies' tables now, and 
see the truth, unless we take the Equitable tables. The fact is, that there has not 

been 



Digitized by 



Google 



SELECT COMMITTEE ON ASSURANCE ASSOCIATIONS. 155 

been so great an improveraent io human life generally, but it has been the eflfect S. Brown, Eaq. 

of selecting the best lives for assurance, and in future you must proride f«r an in- 

creased mortality as the society becomes older, . 2 June 1853. 

17 J 1. Mr. MuUings.] Do you think that any sum approaching to 50,000/. is 
necessary for the purpose of security r — As I mentioned before, I think no capital 
is absolutely necessary if a company is well managed from the beginning. 

1712. In establishing a new company, what would your view be of the amount 
actually necessary to give security to the assured r — My view is, that no security 
is absolutely necessary if the company is well iiumaged from the begjUining; if 
the company is carefully managed, and does not spend more than 14 per cent, of 
its premiums from the first year, it would require no guarantee fund, and could 
carry on its business without one. 

1713. What wouid be sufficient to provide such a guarantee fund as would 
afibrd security to the assured ? — It depends so much on the proportion of the 
expenses to the premiums received ; if the amount of the expenses is so heavy as 
to leave less than the value of the policies, a much larger guarantee fund must be 
provided than would be necessary under other circumstances. 

1714. What, in your judgment, would be sufficient for the purpose of affording 
security to the assured ? — I think, under all the circumstances of the present day, 
I should not like to require less than 50,000/. 

1715. CAaimum.'] Would one object be this, with reference to such a fund, 
that you sliould have a check upon those who are conducting the company, by 
their having a risk in the success of the company, so that if they found ft impos- 
sible to obtain a sufficient amount of business at an adequate expenditure, they 
would have an inducement at once to stop the company, and sell their business to 
some other office, before they had gone so far as to make the loss irretrievable? — 
That is my impression. The necessity for a guarantee fund is to show that the 
parties hove such a bondjide opinion of the probable success of the enterprise, 
that they are not afraid to risk that amount of money in carrying on the 
enterprise. 

1716. Would so large an amount as 50,000 /. be necessary for that purpose ; it 
would depend, perhaps, on the number of persons who had contributed ? — ^Yes. 

1717. Should the directors contribute? — Yes, I think so. 

1718. Mr. Chambers.] Would you oblige the directors to contribute a certain 
proportion? — I think every director in that case should hold 500 /. of the guarantee 
fund, and that every officer of the company, except riiose who are pdd, should 
contribute ; the trustees, for instance. 

1719. Mr. MtuitzJ] Sufxposing you made it accessary for every assurance 
office before it could transact business, to have a guarantee fund of 50,000 2, would 
not that be like giving an absolute monopoly to the present companies r— It seeins 
to me if any new discovery were made in assurance, the guaranteed capital of 
50,000 /. would not check the establishment of new offices, because the only dif- 
ference is tlie excess of interest above what you get in the funds ; there is no 
difficulty in establishing new companies when they are likely to be profitable, and 
the interest on 50,000/. does not seem a very large sum to lay aside out of the 
profits if the company be well managed. 

17:20. Chairman.'] Do you not thiuk that if you want to ascertain the bona fides 
of parties who wish to form an assurance company, it would be as good a test of 
that bona fides to provide that each person shall, for a short or a limited period, 
guarantee a certain amount of capital ? — Not unless you define the persons who 
should commence the company ; if you could have such careful persons that the 
premiums should pay the expenses and leave an adequate sum, I believe that 
would be sufficient for a time. 

1721. If a person starting a new office were to insure his own life for 1,000 /. 
and pay the premium, would not that be as good security for his own bona fides 
in starting it, as if, instead of paying the premiums upon that policy of assur- 
ance, he paid a certain amount of the paid-up capital ? — How could you guarantee 
that he would keep up his payments? Upon a policy of 1,000/. he would not 
pay more at the average age than 35/. down; now for a party to start an assu- 
rance company merely by paying 35 /. would be no check at all, as he would be 
assured out of that. 

1722. You think a man might be willing to do that having no bona fides} — 
He might drop it after he made the first payment. If he made tlie payments for 
two or three years, it would be bat a bad guarantee. 

0.55. u 2 1723- Would 
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:S. Brovon^ Esq. ^723: Would not that secure bona fides ? — No ; a party starting a company and 
■ assuring himself for 1,000 /•, would not be a proof of a bond fide intention; the 

4 June 1853. profits a proprietor would realise from others might be more than the 35 /. 

• 1724. If he were to pay 10 years' premiums in advance, that would be suffi* 

cient ? — ^Yes ; if he would subscribe sufficient to make the largest share, the 50 /. 
shares I spoke of, the amount of his profits, I think, would be as adequate a check, 
assuming one-third of the premiums should be profits, because he would subscribe 
as much as would }iive nearly 1 20 1, in profits, which would be a check. 

1725. Mr. Mullings.] Might not it be done in this way; that each party 
should be called upon to pay down a number of premiums at once ? — It would 
not be equal to a guarantee independent of an assurance, because the money that is 
paid down in premiums probably would be spent in some extravagant way, and 
there would be no guarantee at all. 

1726. Mr. Chambers.'] It would not furnish the same security to policy- 
holders ; my question was, whether it would not aflbrd the same security for the 
bona fides of the parties? — Yes. 

1727. Do you not think that the payment of 50,000/. as a guarantee fund, 
would rather tend to encourage extravagance in tiie management of the business, 
and that the safety of the institutions, supposing it to depend on its provident 
management, would not be secured by a guarantee fund ?— < The guaranteed fund 
would be kept independent, and would not be capable of being used in expenses, 
and the parties subscribing would have a great interest in seeing that the expenses 
were not excessive. 

1728. Chairman.] You propose that a guaranteed fund should be subscribed 
by the directors or managers of the company? — Partly; supposing there were 
15 directors, it would be a material provision that the subscription should not be 
less than 50 L a share, and 1 shares to be held by each, and tlie parties sub- 
scribing to that guarantee fund would probably contribute some portion of the 
capital as shareholders. 

1729. Mr. Cowan.] In what way was the guarantee undertaken by the 
directors in the guarantee of your office? — It was merely an agreement together, 
that each of the promoters of the company (I am not sure whether they were all 
directors at the time) should, if necessary, provide 500/. at any time, within five 
years from the establishment of the company. 

1 730. Was there a deed or written obligation ? — Yes. 

1731* Was that made known to the shareholders ? — I believe not; I have not 
seen it in print. 

1732. Has that guarantee been since withdrawn? — Yes, it lasted only five 
years; it was an agreement to provide 500 {. if necessary, within five years, but 
from the small expenses it was totally unnecessary to pay up anything. 

1733. Mr. JIduntz.] I suppose the whole object of a guarantee is to insure the 
payment of preliminary expenses? — No, to pay early claims, if any should fall in 
before there is sufficient in premiums to meet them. In the case of the Equitable 
there was rather a singular provision made : Mr. Morgan, in his history of the 
rise and progress of the Equitable Society, states that the charter fund pro- 
prietofj?, as they were called, or promoters of the society, 21 in number, repre- 
sented themselves as having contributed to the formation of a fund towards 
providing for the expeuhc of procuring a charter, and fur other purposes relating 
to the society, and claimed in return 15^. per cent, entrance money. In 1767 
they were paid off by an annuity for 13 years of 25*. per share, on a total number 
of 146 shares, the present value of which at 5 per cent, interest would, at the 
time of the conversion, be about 1,714/. only; so that there was another instance 
of a society starting without anything more than what would be considered a 
guaranteed capital not paid up. 

^734- Mr. MtUlhigs.] The jiarties in those cases generally enter into covenants 
or contracts with trustees to be prepared to pay money when called upon, is not 
that another circumstance ? — In modern times I think it is more usual to pay a 
portion of it. 

1735. Mr. Cham^Jtrs.] There are 15 offices, you say, which, judging from their 
prospectuses, do not appear to have a guaranteed capital? — ^Yes, 1/, started since 
1844. 

1 736. Do you know of any in whieh there has been such a guarantee by the 
directors or promoters, as that to which you have been alluding ? — 1 am not aware* 

^ 737* Is it not mentioned in the prospectus ? — ^No. 

1738- It 
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1 738. It IS not meDtionad in the prospectus of the Equitable ?— No. s. B/tnwi, Etq. 

1 739. Mr. Cowan.] Was the fact of your guarantee made public to the share- 

holders? — I am not aware. 2 June 1853. 

1 740. Chairman.'] You have not the original prospectus ?— I have not. 

1741. And you do not know? — I think it was not. 

1 742. The deeds of settlement of all these new companies are registered in the 
Registrar's-office ? — Yes, they are. 

i 743. The deed of settlement, at all events, would show whether there was any 
guarantee fund ? — In that case it was not in our deed of settlement ; it was a 
subscription made by the promoters themselves ; it was not in the deed of 
settlement. 

1744. Mr. Cowan."] You did not make use of it with the view of attracting 
business ? — No ; the business was made solely from the exertions of the gentle- 
men who started the business, and who were very careful of the expenses ; as 
may be supposed from the fact that the total expenses in the first five years were 
under 14 per cent. 

1745. Mr. MulUngs.] You recommend that the guarantee fund should be paid 
up with regard to all new offices ? — Yes. 

1 746. Chairman.] As a security for the bond fide intentions of the party ? — 
Yes. 

1747. That they will not carry on the business unless it is apparently profitable 
to the members — Yes. 

1748. Mr. Cowan.] You consider that that would be quite as effectual as a 
ileposit ? — Yes. 



Lume^ 6* diejuniij 1853. 



IfBMBBRK PRB8SNT* 

Mr. Wilson. 1 Mr. Glyn. 

Mr. Cowan. | 

JAMES WILSON, Esq., ik thb Chair. 



Samuel Ligall, Esq.^ called in ; and Examined. 

1 749. Chairman.] ARE you an Actuary ? — ^Yes, of 25 years' standing. S. IngaUj Esq. 

1 750. Of what office ? — 'the Imperial Life Assurance Company. 

1751. What is the constitution of that company? — It is a proprietary com- 6 June 1853. 
'pany, now giving four^fifths of its profits to the policy-holders. 

1752. When was it established ? — In the year 1820. 

^ 753* Was it established with a capital ? — With a capital of nominally 750,000/., 
of which 75,000 /. was paid up. 

1754. Actually paid up at that time? — Actually paid up. 

1755. Has that capital been kept intact? — With the exception of about 84 
^00/. shares now held by the company, as a matter of official convenience, the 
whole has been kept intact. 

1756. Has the whole of the paid-up capital been kept intact? — Yes. 

1757. Has it been added to? — It has been added to; it now amounts to 
upwards of 1 39,000 /. 

1 758. Then you have added a sort of reserved fund, a portion of the profits ? 
— Yes. 

1759. I)o you think that a paid-up capital in the first instance is indispen- 
sable to the sale establishment of assurance offices ? — Quite indispensable, in my 
opinion. 

1760. But if an assurance office is conducted on sound principles, there can 
i)e no capital required for the business of the office? — If. it be conducted on 
»uund principles, and the expenses are very small, I do not think that any capital 
•is necessary. 

1761. And no capital will be required ultimately, if it is conducted on sound 
principles ; that i?, if its premiums are equal to its risks? — I consider that there 
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5. inffoilyEiti. should always be a reserve either by a paid<-up capital, or a part of the profits, to 

guard against possible fluctuations in the mortality and ra^e of interest. 

6 June 1853. 1762. But any capital of an assurance office which sh#4»ld ever be infringed 

ultimately, and in the long run, for the purpose of paying its liabilities, would 
imply that the business had been carried on at a loss? — Yes.. 

1763. Then what is the great benefit of a capital on tba first establishment 
of an office ? — I think it nmkes the managers of it more capeful in their expendi- 
ture when they risk tiieir own capital. 

1764. You would require it more as a test of the honAjide intentions of the 
proprietors of the office, than as a fund from which tlie liabilities of the oAice 
would ultimately become payable? — In the first instance, I should. 

1 765. Have you any hesitation in sayin<5, that the premiums and receipts of 
an office ought in the long run to be equal to its liabilities, without the aid of 
aiiy paid-up capital ?— I do not hesitate t.u say that they ought to be so* 

1766. And that in any well«eonductecl office it would be so? — Yes. 

1767. What, in your opinion, is the best test that would enable the public to 
judg-e of the relative security of different assurance offices; could you suggest 
to the Committee any test in the state of facts, with regard to the condition of 
assurance offices, which would be a safe guide on the part of the pubHc in judg- 
ing of the relative security of such offices? — I think there are several simple 
tests ; one 1 heard mentioned by some of the previous witnesses, viz., that one- 
half of the premiums received on existing policies should be in hand at any future 
period. 

1768. Then in any account which was publibhed on the state of the office^ 
would you suggest that one of the items of that account should show the amount 
of eicisting premiums, the amount of existing risks, and the amount of cash in 
hand ? — Yes, the amount of premiums received on existing risks, with the other items. 

1769. What proportion, in your estimation, ought the cash in hand, or the 
assets of the company, to bear to the existing liabilities of the office ? — ^That would 
depend very much on the age of the office; I should say that the office should 
have one per cent, per annum on the amount of the existing assurances, up to about 
20 years ; that is, if an office has been in existence 20 years, it ought to have 
about 20 per cent, of the amount of the existing assurauces. 

1770. Twenty per cent, of the existing liabilities ? — Yes. 

1771. Not more than 20 per cent.?— I should think 20 percent, would be 
sufficient, if the premiums were adequate and paid in full. 

1772. That is one per cent, per annum ?^ — Yes, on the existing assurances. • 

1773. What should you say for an office which had been in existence for 3a 
years ? — I would say that after 20 years, if the premium fund increased one-half 
per cent, per annum, that is after the office bad been in existence for 30 years, if 
it had 25 per cent, of the existing liabilities in cash, or in gpod securities, it would 
be sufficient. 

1774-5. Would not a great deal depend on whether the office was obtaining 
much new business, or whether its business at the moment consisted chieAyof old 
policies which were becoming clainors; would not a great deal depend on whether 
the amount of policies represented a large or a small proportion of new business ? — 
My supposition is thai it is a steady business. For instance, supposing an office 
were to issue 200 policies in the first year» and so go on for the first 20 or 30 years, 
then it should have about one per cent per annum on account of its liabilities at 
the end of 20 years. No office, in my opinion, can be safe, that is not quite inde* 
pendent of all new business. 

1776. Would iK)t a good deal depend also on the character of the policies,, 
whether they were for life, or for short periods ? — I should say the bulk of assur* 
ances in an office is generally for the whole term of Hfe. 

1777. Is there not a much greater variety in the character of policies than there 
used ta be, there being a greater number of temporary policies? — ^Yes, there is a 
greater variety. 

1 778. Would not the proportion of life policies to short policies, or temporary 
policies, interfere soinewhat with that conclusion? — Yes, but I do not think, 
tliere is so large a portion of temporary policies effected now as there was some 
years ago. 

1779. You think a larger proportion of the policies effected are for life? — ^Yes,. 
for the whole term of life. 

1 780. Are there any othep general tests or facts which you would suggest to the 
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.Committee as being a proof of tbe cocidition of the society? — -I think those two S^IngattyEsq. 

things would convey a very good general idea to the public ; viz. the one per cent 

per annum on the amount of the liabilities, according to the age of the office, 6 Juoe 1853. 
and the amount of the premiums in hand paid on existing assurances. 

1781. What proportion should that be? — I should say it would vary, according 
to the mode of valuing policies, between 47 and 53 per cent. ; or I may say, 50 
per cent, in round numbers, viz., one-half ihe premiums paid. 

1782. In round numbers one- half of the premiums on existing policies?— 
Yes. 

1783. Then you think that those two facts being published alone; with the 
annual accounts w^uld be a tolerably faithful index of tbe condition of the office? 
— I think they would. 

1784. Would you suggest to tbe Committee any test that would enable an 
actuary or a professional man to judge of the condition of offices; suppose a pri^ 
vate individual were to consult liis own actuary as to the condition of an office, 
would you suggest to the Committee any test that would enable him to judge, 
which a private individual would not have at his command ? — ^1 should consider 
it necessary, in order to speak positively as to the condition of the office, to have 
the amount assured at different ages, and the amount of pi*emium payable on 
those policies, distinguishing the ordinary premiums from the extra premiums. 

1785. Do you mean the loading r — Either the loading or the extra premiums 
for foreign risk. 

1786. Do you n)ean the margin to cover expenses over and above the strictly 
necessary premium to cover the risk ? — No, I mean the extra premium over and 
above the published rates of the office foi* the particular age. 

1787. To cover what?— If the life had had gout, for instance, an extra charge 
is made. 

1788. You mean an extra charge lo cover special risks? — ^Yes. 

1789. Mr. Glyn.'] You are alluding to going to an unhealthy climate, or any 
risk of that kind ? — Yes. 

1790. Chairman.] What you would require would be a statement of the ordi- 
nary assurances, with the premiums payable upon them at diflfercnt ages, distin- 
guishing the cases of special risks ? — Yes, thoSe ages being the present ages of the 
lives assured. 

1791. Will you proceed to say what, as an actuary, you would require ? — 1 
should require those particulars to be given for every year of age, or at least for 
•every five years of age ; I should then require to know from what table of mor- 
taUty, and at what rate of mtercst the premiums were fleduced, and also whether 
any addiiions by way of bonus had been made to the original sums assured. 
Those particulars having l>cen given, would enable me to form an opinion of the 
solvency or insolvency of the office. 

1 792. You would also require a statement of tbe assets of the company ? — 
Decidedly, 

1793. You think those fjartrculars wWch you have just enumerated would be 
sufficient for you, as an actuary, professionally to advise any person who might 
<:ome to you for your advice upon the condition of any particular office ? — ^Yes ; 
it would enable me to say how much the socrely ought to have in hand to be 
in a solvent state ; it would be for tlie party interested to compare my calculations 
with the amount of assets which the office possessed. 

1794. Are actuaries pretty generally agreed as to the principles on which the 
surplus or supposed profits of an office should be arrived at, for the purpose of 
distribution among its shareholders as a bonus ? — There appears to be a great 
difference of opinion among actuaries upon that point. 

1795. It is a point not at till settled ? — It is not. Some actuaries differ much 
as to what is surplus. 

1796. But is it not one of the most essential things that the office, far its future 

security, should proceed upon some well-ascertamed and safe principle in dividing ^ 

its |)rofit8 r — Certainly. 

1797. And, in short, the secuinty of the office may depend on whether it is pro* 
perly or improperly reducing its assets on haiid by division of profits ? — It is a 
most important point to be settled. 

1798. And yet that is a point on which actuaries themselves are very much 
disajjreed ?— Judging from what a few actuaries would call surplus, there is a very 
great difference of opinion. 
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S.Ingall.'EMq. ^799* Can you state to the Committee the chief grounds upon which you. 

' — imagine that difference of opinion to exist? — In the statements of some societies, 

6 June 1853. I observe that what is termed surplus exceeds the whole amount of the capital or 
assets of the society. 

1800. You mean the assets/ not the capital ? — Yes. 

1801. The money on hand ? — Yes, and other securities. 

1802. Do you mean they have a surplus stated larger than the wliole amount 
of assets which they have to meet their liabilities ? — Yes. 

1803. Do they divide that ? — Some do what is equivalent to dividing it. 

1 804. Suppose a loss were to occur next day, how would they pay it ? — By 
distributing the surplus over the whole duration of life its effect is very insensibly 
felt for many years. 

1 805. Mr. Glt/n.'] At any rate they make their division upon it ? — ^They make 
their division upon it* 

1806. Chairman.'] If it does not cause an inconvenience at the moment, it must 
nevertheless cause some amount of loss ultimately ? — In my opinion, next to aa 
improvident expenditure, it is the most dangerous practice that can be resorted to 
in an assurance company, and is generally adopted in offices where there is a^ 
deficiency of assets. 

1 807. You mean the division of excessive bonuses t — The premature return of 
what is in modern times termed profits or surplus. 

1 808. Can you give the Committee any account of the mode in which such 
calculations are made to lead to such deceptive conclusions ? — There are several 
modes by which the [same end may be attained ; suppose, for instance, an office 
were to adopt the premiums deduced from the Northampton tables of mortality 
at 3 per cent, interest, and in making up its accounts should take another table 
of mortaUty representing life as of much longer duration ; it would, in many 
instances, produce what actuaries term a negative value to the policy ; that is to 
say, it would make the value of the future premiums very far exceed the value of 
the reversionary sum which the office is bound to pay. 

1809. Would that not be a palpable error for an office to conduct its busi- 
ness in one department on one set of tables, and for the purpose of calculating 
profits take another set of tables; would not that be a manifest departure from 
sound practice? — I consider it is, but it is a plan rather frequently adopted 
now-a-days. 

1810. Then by that means the office would take credit for a more favourable 
set of tables than they used in calculating their risks ? — Yes. 

1811. But provided the tables they used for calculating their position at any 
particular moment were the true tables, would that bring out any erroneous 
result ; suppose the Northampton table was a favourable table, although they 
might charge their premiums in the first place according to the Northamptou 
tables, if they take what may really be a more correct table to estimate their 
liabilities at any particular moment, would that necessarily lead to an erroneous 
result, provided they do not include their future profits in their estimate, and 
provided they make a sufficient allowance for the portion of their premiums which 
is called loading, or a margin for future expenses and contingencies r — If the 
office includes in the amount of its receipts the whole of the loading, and proceeds^ 
to distribute its profits upon that principle, even if a correct table of mortality ha^ 
been taken in the first instance to deduce the premiums from, it would pro:)uce 
the same results. 

1812. Is it not customary for offices to reduce their rates of premiums from time 
to time? — Yes. 

1813. Then suppose an office established in 1810, and going on for 20 years- 
until 1830, at one rate of premium, and then finding they were charging a higher 
rate of premium than was necessary ; and being obliged by competition to reduce 
their rates in 1830 to a lower scale, would it lead to any erroneous result, if they 
were from that time forward to calculate their position at any particular moment, 

* all their tables being made on the reduced rate of premiums, although it would 

involve a great number of risks or liabilities, undertaken at a higher rate, viz., 
the old table; would the difference between them not be fairly profit? — A careful 
actuary would always make allowance for any reduction in the premiums. The 
amount of premium already paid has less to do with the value of the policy than 
may at first sight appear. If, as you suppose, the office had gone on for a given 
number of years taking a certain rate of premium, and then for the future should 
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take a lower rate of premium, that would increase the present value of the policy; 6. Inr/aii, Efiq. 

and, therefore, whether you have the sum in hand, or receive it annually in future, 

it would come to the same thing in the end, when many cases are involved. 6 June i^s% 

1814. But in estimating the condition of an office which had lowered its pre- 
miums to a rate which kept it safe, but considerably lower than it had charged 
before, they would surely be justified in estimating the whole of their ribks at the 
reduced rate, or more favourable terms on which the reduced rates were com- 
puted ; and so far as all the old policies at the higher rates were concerned, there 
would be so much profit in the hands of tlie office ? — Tliey would have had the 
profits for a time, but, in all probcibility, that profit would have been distributed 
among the policy-holders and be {;one. 

1815. I do not mean that they shall reduce at that time the premiums on 
existing jKilicies ; I only mean that they shall reduce at a particular moment the 
premiums on the new business, the old policy-holders still continuing to pay 
according to their contract at the old rates ; the difference, that is, the margin 
between the new rates and the old rates, would eventually be taken as so much 
profit in the hands of the company, might it not, always supposing that the new- 
rate is a safe rate? — Understanding that the old members are to continue paying 
the higher rate, and the new members are to come in 'at the lower rate, in that 
case you would have to reserve as the value of your ()olicies a larger sum on the 
policies of new members, than you would on the jmlicies of the old members; 
that is the difference it would make. 

1816. There would be a larger margin which you could annually dispose of in 
the shape of profit or something else? — Yes. 

1817. And, therefore, it would not necessarily follow that, because you had 
computed your risks on the Northampton tables, or any specific tables at one time, 
in valuing your condition at a particular ujoment by another table, so long as that 
VI as a safe lable, it would lead to an erroneous conclusion? — Not without you 
inclucie the whole of what has been termed loading as representing profit ; liiat 
is the great danger to guard against. 

1818. My question in the first place took that into account; I said, supposing 
a sufficient deduction had been made for the loadiniz or margin, for expenses in 
future from the premiums? — Yes, if you throw off the loading, you reserve a 
sufficient sum for expenses. 

1819. In fact, at any particular moment, altogether irrespective of the conditions 
on which policies have been originally granted, the office is justified in computing 
its existing condition according to the actual risk and the best tests of life which 
they can obtain, provided they do not include in their future assets any portion of 
the margin set aside for loading or expenses? — That is precisely what I mean. 

1820. Mr. Glyn.] What would be the criterion of that first test? — They take 
the Northampton table in the first instance, and then they adopt another table, by 
which they are making their calculations ; what is the criterion of that other table ; 
is it their own experience only ? — It may be their own experience only, or it may 
be the combined experience of a number of offices. 

1821. Would you consider their own experience only, a safe test ? — I should 
not, except it be a large office like the Equitable. 

1822. Chairman.] Of course, it is then assumed that the rate at which the 
risks were computed at that time was a sound one ? — Yes. 

1823. -A" J ^^ ^s, whether it does not follow, as a matter of principle, that 
although the risks have been taken at one rate, they may afterwards be computed 
at another? — Certainly ; we have done it in the office 1 belong to. 

J 824. Does not that uncertainty and difference of opinion among actuaries, 
with regard to the mode of calculating surplus or profits, introduce a most uncer- 
tain element into the existence of all offices thai divide bonuses? — Very much so. 

1825. Is the uncertainty such with regard to existing offices altogether, that 
in your estimation as an actuary you would say tliere is a future element of great 
danger in that uncertanity ? — No, I consider that a very large proportion oV the 
offices act on very sound and safe principles. 

1826. Suppose that an office were dividing profits on an erroneous principle, 
would they not in a very few years, from the state of their assets compared wiili 
their liabilities, discover they were going wrong? — They might discover it them- 
selves, but they might conceal it from the public for a great many years; that is 
10 say, an office actually dividing more than it could afford, might go on with a 
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SLIngdlfEsq. moderate Supply of new business for nearly half a century before the funds 

■ actually failed. 

6 June 1853. 1827. Suppose you had every year a return of the amount of liabilities of such 

an office, and the amount of their assets, would you have any difficulty as an 
actuary in saying that the office was going wrong ? — No ; you would very soon 
see it by the comparative amounts. 

1828. You would see from the exhaustion of their means in proportion to their 
liabilities ? — Yes. 

1 829. Such returns as you have already indicated or suggested might aflford 
sufficient information for the pui-pose, with reference to any office ? — I think so. 

1 830. When you see the returns of an office, and the accounts laid before a 
meeting of proprietors, have you any means as an actuary of judging for yourself 
whether the supposed surplus is real or imaginary ? — I should say they would be 
sufficient to show whether the office was going on in what I considered a safe way 
or otherwise. 

1831. Will you explain by what means you would arrive at that point? — If 
the assets bore a very small proportion to the amount of the outstanding liabilities, 
I should have no hesitation in saying that the office would not ultimately be 
able to fulfil its engagements. 

1832. But with regard to a supposed surplus, what means have you for saying 
at once that the presumed surplus is real or imaginary, framed on an accurate or 
inaccurate basis ? — If the surplus exceed the assets, or is a veiy large proportion 
of the assets, that would lead an actuary to suppose that there must have been 
some manoeuvring to produce that result. 

1833. When you see a statement of that kind, can you generally tell whether 
the calculation is based on the gross premiums to be received in future years, or 
on the gross premiums having been subjected to the proper deduction for future 
expenses ? — I could very soon discover it. 

1834. There is something about the account that would indicate that, is there? 
—Yes. 

1 835. Wculd an ordinary person, not an actuary, be able to discover that from 
the way in which these accounts are laid before the proprietors generally ? — I do 
not know that a person who has not given some attention to the subject could do 
so, but a person not an actuary who is acquainted with such matters would soon 
discover it. 

1836. You mean a person with an actuary's knowledge? — Yes; if the office 
had been in existence 14 years, and he saw that the assets only amounted to one 
year's annual income, there could be no doubt of the unsafe position of that 
office. 

1837. You think the proportion which the expenditure bore to the premiums 
received would be a test of the condition of the office ? — That is a very important 
point. I should say that if the expenses of management be more than one-sixth 
of the amount of premiums for any length of time, the office could not be said to be 
doing profitably ; and if the expenses amounted to one-third of the annual pre- 
miums, I should say it was going on in a very bad way. 

1838. If the expenses exceeded 16 per cent., you would say they were hardly 
doing a profitable business ; but if they exceeded 33 per cent., you would con- 
sider that they were doing a very disastrous business ? — Yes. 

1839. You say within a certain time; what time would you consider would 
afford a fair indication of that fact? — Say after an oflSce has been in existence 
seven or ten years. 

1840. Then you would consider it a very important element of any account to 
be annually returned, that the amount of premiums should be clearly set foi'th, 
and the amount of all expenditure clearly set forth ? — Yes. 

1841. Have you any particular form of account in which you would place those 
elements you have mentioned, which would be in your mind more clear than 
another, and enable the public to judge of the condition of oflSces ? — I think the 
return of a few simple facts w ould be better than any stated form of account ; 
viz. the total amount of the liabilities of an office, the total auK)unt of assets, the 
amount of annual premiums, the amount of annual expenses. If those few facts 
were given for different offices, and the offices were arranged chronologically, I 
think the public would be able to form a very good idea of the relative safety of 

different offices. 

1842. Should 
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1842. Should you propose a statement of those various elements in preference 8. IngaU. Esq. 
to a debtor and creditor account of the office ? — I should myself. 

1 843. Suppose you had these facts, viz. the age of the office, the tables of mor- ^ June ^853. 
tality, which they used, the rate of interest on which they calculated their risks, 

the loading or margin which they added to the arithmetical premiums, the amount 
of their total liabilities at the time, the amount of their premiums received, the 
amount of their assets, distinguishing the separate amounts invested in di£Perent 
ways, the amount of their liabilities divided into periods of five y^ars, the ages 
arranged so as to distinguish the ages of the parties assured, and the amount of their 
premium ; do you think that with some general statement of that kind you would 
be more satisfied than with any debtor and creditor account that could be framed ? 
— Yes ; I should always require the ages of the parties at the time of making up 
the statements. 

1 844- Would you add anything to the items I have enumerated ? — I think they 
seem to be sufficient. 

1845. Do you think that with all those plainly set forth in an annual report or 
statement, you would be enabled to form a pretty good notion as to whether, 
generally speaking, the office was going on well or not? — Yes, 1 think so. There 
was a very good form given some years ago by the Equitable Society ; I do not 
know that you could much improve upon that, 

1 846. Does that form of the Equitable Society require a statement of all these 
elements ? — Yes. 

1 847. Mr. GlynJ] It does not include all those elements, I think ? — ^Those 
which are not included are known to exist, such as the table of mortality, and the 
rate of interest. 

1848. Chairman.^ That account does not profess to give any account of their 
assets and liabilities, but they give the broad facts ? — The account I allude to only 
gives the broad facts ; in another form they give a debtor and creditor account. 

1849. Mr. Cowan.'] Do yoii consider it important also that the company should 
furnish an account of how their funds are invested ?— Yes, I have already stated 
so ; distinguishing the different funds in which their assets are invested. 

1850. And the rate of interest? — Yes. 

1851. Chairman,'] According to your experience, what should you say was a 
fair margin for the loading, and a fair deduction from the annual premiums 
charged ? — I should say from 15 to 20 per cent. 

1852. Mr. Glyn.] That is to cover expenses, not casualties r — ^To cover ex- 
penses. I consider the public have very exaggerated notions of the profits on life 
assurance ; and those profits are not likely to be so great for the future as they 
have been formerly, because the interest of money is lowered, and there are not 
so many policies discontinued for which no consideration is paid, and the business 
in most offices is carried on at a greater expense now than formerly. Those things 
will, in my opinion, tend very much for the future to diminish the disposable 
surplus of a company. 

1 853. Does not, in point of fact, the great profits of a life office arise from the 
difference in the rate of interest between the calculations of the premiums, and the 
rate at which the money is employed ? — That forms one source of profit, and per- 
haps it may he considered the principal one, but I consider there are other sources 
which, in the long run, would be quite equal to the profits arising from the dif- 
ference in the rate of interest. 

1 834. Do you mean by a careful selection of lives, or what particular point do 
you allude to ? — One is a careful selection of lives ; another is, that when the 
policy is surrendered, the office does not give the whole amount which it would 
reserve as a matter of security, and the proportion returned varies very much in 
difiierent offices ; perhaps it would vary between 20 and 60 per cent, on the amount 
of the premiums paid. 

1 855. Chairman.} But in estimating the position of an office at any particular 
time, have you not heard it stated formerly, that a discontinued policy, instead of 
being a source of profit, would be a source of loss, inasmuch as the future profits 
would form no part of the nominal assets of the company r — Yes. 

1856. What is your opinion upon that point?— I quite agree with what the 
witness stated ; but that supposes the office produces a surplus by the erroneous 
method before mentioned, of putting down the premiums at a greater value than 
the sums assured. 

1857. You would be very glad, I suppose, at any particular time to get rid of 
0.55, X 2 any 
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5^ Ingall, Esq. any risk, on the condition that you should keep all the premiums that !iad been 
— — -^ paid ? — Yes. In our own office, if a policy were dropped by inadvertence, 

6 June 1853. then the value of that policy, which we should reserve, would be a gain to the 
company ; but if the office anticipates its future profits, and not only includes 
those profits among its assets, but includes all the future expenses, as part of the 
assets, then the office would decidedly lose by the dropping of an assurance. 

1858. You mean they would lose on the face of the account? — On the face 
of the account. 

1859. But they would not lose in reality; they would be actually gainers in 
reality, but they would lose on the face of ttie account r — They would lose on the 
face of the account, by the imaginary surplus being diminished. 

i860. Then of course you must be of opinion that all these erroneous calcula- 
tions are made with reference to surpluses which they are dividing upon those 
calculations ; where there is any very large portion of the premiums expended in 
conducting the ordinary business of the office, it must be impossible ultimately 
for such offices to pay their claims when they become due at death ? — Certainly, 
quite impossible. 

1861. Are you apprehensive that there are many offices in that position at the 
present time? — ^There are too many, decidedly. 

1862. Have you watched the accounts which were published under the Act of 
1 844 r — I looked at them when they were first published, and I took the trouble to 
lake out certain particulars. 

1863. To your mind, are these accounts generally satisfactory, so far as they 
furnish means of information to the public? — I think there is a great deal of 
useful information given in those accounts, although they are made up in various 
forms, and it requires a great deal of trouble to unravel them. 

1 864. And a great deal of technical skill and knowledge ? — I think any accou nt- 
ant could do it. 

1865. Any professional men ?— Any man ordinarily acquainted with accounts 
would be able to take out what had been received, and what had been expended, 
and class them under different heads. 

1866. Do you think they are in such a form as they ought to be when Par- 
liament requires accounts to be furnished ; are those accounts in such an intelli- 
gible form as you think oufjht to be furnished to the public, in order that they 
may have a clear knowledge of the condition of the office? — I think there is 
one material defect in those accounts ; that is, the amount of the existing liabilities 
is not stated. 

1 867. They do not state the amount of liabilities ? — No ; but the Board of Trade 
have power, under a particular section of that Act (i/th), to call for an amended 
return, and I consider that for the future that defect might be remedied. 

1 868. If the Board of Trade have that power, have they any means of enforcing 
it ; are you aware whether such a return can be enforced if called for ? — I am 
not. If they could not enforce that return, I think they could not enforce similar 
returns to those now given for the future. 

1869. Are you not aware that the Registrar of Joint Stock Companies has 
stated that he has no means of doing that ?— I was not aware of that ; I did not 
hear the evidence upon that point. 

1870. Mr. Glyn.] I observed you stated, that the original capital with which 
the Imperial Company commenced was 75,000 /. ? — Yes. 

1871. And you have doubled it, I see? — Nearly doubled it. 

1872. That was the money of the directors, and they deal with it if they think 
necessary for the general security of the assured ? — They were compelled, by 
their deed of settlement, to add one-third of the profits made by the business 
at the end of each 10 years to the subscription capital, and that was done on two 
occasions : first, at the end of 10 years ; next, at the end of 20 years ; so that on 
the two first occasions a sum was added to the original paid*up capital. Since 
then they obtained an Act of Parliament to enable the company to make a diffe- 
rent appropriation of its profits ; and on two occasions, which were quinquennial 
divisions, they have given the proprietors' share of the profits in the way of an 
increased dividend or cash bonus. 

1873. ^^^ ^**fit originally intended as a sort of guarantee fund to the assured ? 
— Decidedly so. 

1874. And yet Parliament allowed you to dispense with that imaginary pre- 
caution when you applied for your Act? — Yes, under certain restrictions. 

1875. The 
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1875. The Imperial Company does fire business also, does it not, to a very S. Ingai/, E$q, 
large extent ? — That is a distinct company. " 

1876. Y'ou do not keep your accounts together? — No, they are distinct com- ^ June 3S53. 
panies. The Imperial Fire Office was established in 1803; the Imperial Life 

Assurance Company in 1820. 

1 S77. They are distinct companies altogether ? — Quite so. 

1878. When did you obtain that Act of Parliament you spoke of? — In 1841 ; 
it was for enabling the Imf)erial Life Assurance Company to alter the mode of 
appropriating its profits, and to regulate its legal proceedings. 

1879. ^^* Cbaraw.] You have informed the Committee that you conceive that, 
in order that a company shall be able to meet its obligations to the public, it should 
be able to show one per cent, per annum of the premiums up to 20 years r — Yes. 

1880. Am I correct in understanding that you conceive that the same rate 
should go on progressing beyond 20 years ; take the case of 40 years, for instance ; 
do you conceive that at the end of 40 years an office ought to be able to show 
assets corresponding to 40 per cent, of its existing liabilities ? — It would be 
highly satisfactory if the office could show that per-centage, but I should not 
consider it absolutely necessary to its safety. 

1881. There must be a limit, of course, where the rate must cease? — Yes, at 
the end of about 30 years the claims will come in pretty freely ; the old assurances 
will be paid off, and their place will be supplied with new. 

1882. Chairman.'] Did not you state, in the former part of your evidence, that 
you considered 20 years about the limit ; and when you were asked about 30 
years, you said about 25 per cent, should be the limit? — Yes, I should consider 
that if an office which had been in existence 40 years, had 30 per cent, in hand, 
it would l)e sufficient. 

1883. Mr. Coufan.'] Reference has been made to the accounts given in, under 
the Act of 1 844 ; do you conceive that if in lieu of the accounts which are now 

eturned, which are exceedingly meagre and vague, an account as indicated by 
the Chairman, under different heads were substituted, it would afford a greater 
«mount of security, or at all events a much greater amount of satisfactory infor- 
mation on the subject r — Tiie information would be much more satisfactory ; at 
the same time I think it is desirable not to make any accounts which are required 
troublesome or vexatious to offices. 

1 884. I understood you to say, that what you would desiderate was not actual 
accounts, but information under the various heads which the Chairman's ques* 
tion indicated ? — Yes. 

1885. That would not necessarily be troublesome, I apprehend, giving that 
information ; every office ought to be enabled to answer questions on those various 
heads, according to its last annual balance-sheet? — If an office were required to 
give the amounts assured at every particular age, it might cause a great deal of 
trouble. Some offices, and that I consider to be the best plan, value every policy 
separately, and then there is no necessity for classifying them according to the 
ages of the lives assured. Other offices, again, who are particular, will do it both 
ways; they will value the policies separately, and also class them into ages; that 
is the plan I adopt in my own office ; therefore in my own office it would not be a 
great deal of trouble to make such returns. 

1886. If the information were given by the offices at the same time, you would 
have an average, and the average would be pretty nearly the same in all offices ; 
I mean the whole existing amount of assurances at any given period, for instance ; 
that would be sufficient, probably, to give the information, comparing one office 
with another ? — Comparing one office with another would give a good general 
idea of the relative security of different offices. 

1887. Chairman.] Have you any means to suggest to the Committee, by 
which to test the accuracy ot such returns, if made? — I think the best security 
is in the character of the parties giving them. I think it would be certainly more 
satisfactory to bee the assurance interest managed by parties in a superior station 
of life to many who now carry on the business. 

1888. Mr. Glyn.] Is it possible, in fact, to prevent frauds, if people are deter- 
mined on practising them, in the case of life assurance? — No, speaking generally, 
it is not. 

1889. It is a question of character, is it not, more than anything else? — 
I consider so myself. 

1 890. Chairman] Obviously, one of the most important points of these various 
0.55. X 3 accounts 
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S.IngaU,EBq. accounls you have suggested, would be the quality of the assets? — That would 

— — —— be one. 

6 Jane 1853. 1891. Would a general description of the mode in which the monies were 

invested, such as I suggested, be sufficient ? — I think we have no reason to sup- 
pose that persons would intentionally invest their money in bad securities. 

1892. Have you no reason to suspect that persons who have been promoters, 
and connected with the conduct of the establishment, might in assurance offices, 
as they have done in many other offices, injudiciously, perhaps, in the first instance, 
invest the money of the concerns which they were placed over to manage in 
undertakings in which they were themselves interested, but which were very 
unsafe for the proprietors? — I think the funds of an assurance office should 
certainly be restricted to specified securities ; it should not be in the power of the 
managers to invest in any security they thought fit ; they should be confined to 
mortgages, Government securities, railway and other debentures, transferable 
securities of corporate bodies, and a few securities of that kind. 

1893. " Mortgages" is a very large word; might not that v^ord involve an 
immense abuse of the funds of the society ? — That is possible. 

1894. Mr. Glyn."] You would not lei them invest in their own shares? — Not 
to a great extent as an investment. 

1895. Mr. Cowan.'] Would not you allow them to invest on personal security in 
any case? — I should say not, as a general regulation. 

1896. Is it not the case that that is done by some offices? — It is done for a 
limited time, and I do not know that the offices who have adopted that plan have 
suffered much by it. I think the grand thing is for the managers of the office to 
have a sufficient pecuniary slake, over and above the premium fund, to make them 
cautious in what they invest their money. In fact, I should like to add, with 
regard to capital, that the amount should be very much in proportion to the 
liabilities undertaken ; I think that 50,000 /. should be the smallest sum which a 
society should commence assuring lives with. 

1 897. £. 50,000 subscribed capital ? — Paid-up capital. 

1898. Chairman.'] Paid up by whom? — By the policy-holders or shareholders; 
if it were a proprietary company, it would be divided into shares ; but even in a 
mutual society, I consider that 50,000/. should be paid up in some way as a 
guarantee fund. 

1899. Mr. Glyn.'] Before they begin business? — Yes, before they begin busi- 
ness. 

1 900. Chairman.'] If your object is to have a check on the managers, which 
check would only be pro tanto the proportion of risk the managers had, what 
share would you propose of the 50,000/. should be subscribed by the managers, 
or those who had the conduct of the society ? — A large proportion of it ought to 
be subscribed by them; say 20,000/. I think that the directors should hold a 
stake of 20,000 /. in whatever is given as a guarantee fund. 

1901. As a motive for good management, the larger the proportion of the paid- 
up capital held by the actual managers of the society, the better ? — Yes. 

1902. Is it your opinion that it is absolutely necessary, as a test of the bond 
fide intentions of the parties commencing assurance offices, that they should be 

called upon to pay up a certain sum of money of their own, and which would be 
at stake upon tlie failure or success of the society ? — ^That is my decided opinion. 
I consider there are two periods when capital is necessary, either in a mutual 
society or in a proprietary company ; viz., at the conunencement and at the 
termination of the society ; and as to the sum, I should say it ought to be 50,000 /. 
at least ; for I consider no life assurance office deserves the name which has not 
a fair prospect of issuing policies to the extent of one million pounds sterling; 
therefore 50,000/. wculd only be five per cent, on that million. If it aspired to do 
what one office has done within the last 30 years, that is, create a business often 
millions, I think one million subscribed capital and half a million paid-up capital 
would not be too large for that business. 

1903. Mr. Glyn.] Would you have the subscribed capital going on in an 
increasing ratio, going on with the increase of business ? — I think so. 

1904. Chairman.] How would you propose to pay the interest of that sub- 
scribed capital? — 1 think there would be no difficulty in that. 

1905. On what principle would you propose that the shareholders or proprietors 
of that capital should be paid for its use? — A small proportion of the profits ; for 
instance, one-fifth of the profits, might be assigned at the commencement. 

1906. Over 
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1906. Over and above the specified rate of interest? — I would not allow any s.Inqali Esq. 
interest to be paid on that capital, beyond what the capital itself produced. In ' ' 
our own company we are restricted to only paying a dividend equal to what the 6 June 1853. 
invested capital produces. 

1907. Then if you invest your capital in the funds, you only pay 3 per cent.? 
— Wg only pay 3 per cent., or whatever the investment of the capital produces. 

igo8. But over and above that interest (the question having reference to that) 
you would entitle such proprietors to a certain share of the profits ? — Yes. 

1 909. So as to raise it to some rate of interest that would make it worth their 
while making the investment ? — ^Yes, out of realised profits. 

1910. Then would not that be a considerable charge on the success of the 
business, to have so larjze an amount of paid-up capital necessarily invested at a 
low rate of interest ? — I think not; I have heard it said, that capital is a burden 
rather than a benefit to an assurance company, but I never could believe that 
myself. 

1911. At all events, you think it is an additional security to the assured? — 
Most decidedly I do. 

1912. But the great object in having a capital, in your estimation, I under- 
stand, is really at the first starting off of the society ; first of all, as a test of the 
bondjide intentions of the parties who embark in it ; and, secondly, as a security to 
the public (they having themselves a risk in it) that security will be attained ; as 
men are more likely to proceed cautiously with reference to their own property 
where they have a risk, than where they have not? — Yes, tliat is the object. 

1913. Mr. Cotoan.] Would not that have the effect of preventing the establish- 
ment of any mutual offices, simply so called ? If you require that in mutual 
offices, that is, societies who merely require the parties to contribute their annual 
premiums, would not it militate very strongly against the establishment of all 
such offices, and would not it have prevented the establishment of all the 
existing mutual offices, many of which have been successful without having any 
subscribed capital ? — I do not think it would seriously affect the establishment of 
good mutual offices; but during the last 20 years there has been a great change 
in what has been termed " mutual life assurance." In fact, I consider it a term 
very much misapplied, and I consider that the public do not see the risks of 
mutual life assurance in the light in which I am afraid they will see it half a 
century hence, and prol)ably much sooner, if modern practices prevail. 

1914. A great many of the proprietary offices have become mutual offices, in 
so lar as they give off to the assured a large portion of the profits? —Yes ; they 
partake more of the mutual principle, giving additional security to the assured. 

1915. But only so far as they divide their profits with the assured? — Exactly j 
there is this difference between a proprietary company and a mutual society ; in 
a mutual society, tiie premium funds alone are liable, but in a proprietary coin|)any, 
the proprietors' capital is also liable ; and no proprietary company, in my opinion, 
which had 50,000/. or 100,000/. at stake, would go on in a state of insolvency; 
but many of the older members of mutual societies are interested in carrying on 
the society after it has become decidedly insolvent. 

1916. Why should ihey be interesrted? — The society may last long enough to 
pay the claim of a man 70 years of age, and may be kept on by inducing young 
men to join it. 

1917. Chairman.'] You stated that your subscribed capital was much larger 
than your paid-up capital ? — Yes; ten times the amount. 

1918. Are the propietors of your company liable in the case of its being required 
to the whole amount of their subscribed capital to the assured ? — Yes. 

1919. Other funds failing? — Yes; the premium fund is the first fund that 
would be resorted to ; when that is exhausted we should have recourse to the 
paid-up capital, and if the paid-up capital should fail to pay our claims, then 
we should call upon our proprietors for 90 per cent more, or any sum required. 

1920. Tijen there is an absolute risk on the part of the proprietors for the whole 
amount of the nominal capital ? — Yes ; and the directors are excessively parti- 
cular in not admitting any person as a proprietor, if they suppose he is not able 
to pay the full amount subscribed for. No party can hold more than 40 shares, 
which represents 4,000/. in stock ; and we ascertain in the best way we can whether 
a person who wishes to buy 40 shares could pay 4,000/. if required. 

1921. Mr. Gli/n,'] You consider that a permanent liability on the propi'ietors ? 
—Yes. 

o.55» X 4 1922. Chairman.'] 
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S. Jngali, Esq. ^922. Chairman.'] And it is at your option whether you permit a proprietor to 

' transfer his sliares or not ? — At the option of the directors ; if a proprietor wants 

f, June 1853. ^^ ^^1' ^'^ shares, and cannot find a responsible person to take them, the directors 
could refuse to sanction the transfer. 

1923. And he must continue his liability ? — Yes. 

1924. Mr. Cozvan.] Do you give any portion of your profits off to the assured ? 
— Four-fifths now ; we gave two-thirds in the first 20 years. 

'9*^5- I presume the proportion which has been given off has been gradually 
increasing in many companies, owing to the increased competition ? — Yes, it has. 

1926. Do you happen to know what is the largest proportion of profits that is 
given off to the assured in any instance within your knowledge? — I liave seen it 
advertised in one case that i9-20ihs are given; others again state g-ioths. 

1927. Are there any other observations on this subject you would wish to 
maker— The returns ordered by the Act of 1844 wxre referred to just now; 
I find that in 28 offices the returns were sufficient to enable me to take out these 
particulars ; viz., the amount of share or guarantee capital an,d loans ; the amount 
received in premiums and for annuities ; the amount received for interest ; the 
amount paid for dividends and interest ; the claims and returns ; the expenses ; 
the cash and other assets. I find that 318,917/. has been received for shares, and 
for guarantee capital and loans ; that 420,499 /. has been received in premiums and 
for annuities; and 29,383 Z. for interest. That 16,829/. ^'^s been paid for interest 
and dividends ; 88,347 /. for claims and returns ; 289,440 /. for expenses of mana«:e- 
ment ; 33,887 /. cash in hand at the time of making up the account ; and 340,296 /. 
in other asset<<. That makes the total of receipts and expenditure 768,799 /. 
I find the expenses on the amount received in premiums and for annuities were 
68/. for every 100 /. I find the highest expenditure by any one oflSce was 264 per 
cent, on the amount of premiums and annuities received, and the lowest expenditure 
30 per cent. 

1928. Chairmmu] That is, of these offices to which you have referred ? — Yes, 
of these 28 offices. 

1929. The average expenses being 68 per cent.? — The average being 68 per 
cent, on the receipts. 

1930. jMr. Glyn.] How long have they been established; what is the date of 
the first? — The first account is dated in July 1845 ; ^^^ ^^e last account in Mav 

1851. 

1931. Chairman.] Then all the offices have not been in existence during tho«e 
six years ? — No, they have not. 

1932. They are of v»rious ages? — Yes; I see there are three commenced in 
1845; seven in 1846; five in 1 047 ; seven in 1848; and six in 1849. 

1933. Mr. Glyn.'] There are no particulars whatever to elucidate that las' 
column given, the column of assets, I suppose? — Some of them are given in the 
returns; it is stated, by so much in mortgages and in other securities. 

1934. There are no items to show the amount of liabihties r— There are no 
items to show the amount of liabilities. 

1935. Chairman.'] Is that up to the year 1851 ? — Yes. 

1936. iMr. Glyn.] Tl)at very essential head of particulars is altogether want- 
ing? — Yes. The average expenditure in 14 of the offices, where the expenses of 
management exceeded the receipts from premiums and annuity money, was 141 
per cent.; and in 14 offices, where the expenses were less than the receipts from 
premiums and annuity money, the average wras 50 per cent. 

1937. Chairman.] You stated one in which the expenditure had been 264 per 
cent.; when was that established ? — In the year 1851. 

1938. Then if it w^as established in 1851, it would only have incurred its pre- 
liminary expenses, and have had no time to get into business ; therefore it would 
be very unfair to take that : you could derive nothing from the fact that its expenses 
had been 264 per cent, of its income at the very moment of its being established ?- 
— The preliminary expenses in former days were comparatively trifling. 

1939. The last account you have is May 1851 ; I suppose that office must 
have been established a month or two prior, or not more than two or three months^ 
at all events, before that account was made up, and therefore they uould really 
have had no time tu receive premiums, while the preliminary expenditure muse 
necessarily have been incurred ? — Yes. 

1940. Is the amount of their premiums given there? — I find it was in August 
1849 ^'*^^ ^'^^ office was ebtablished ; the account is made up to February 1851. 

19*41. Mr. 
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1941. Mr. Gfyn.^ Is that a mutual assurance company ? — I do not know; S. Inyall^lSM^ 
if it is a mutual assurance company it has a guarantee fund. 

1942. 'Chairman.] When was that account made up to? — February 1851. 6 June 1853. 

1943. Then it had been only a year and a half in existence ? — Yes. 

1944. Had it a guarantee fund paid up ? — It had. 

1945. Is it true that there are many old proprietary companies in which a 
condition is inserted in the policies confining the liability of the companies to the 
funds in hand ? — In our own company there is a clause in the policy stating that 
the capital stock and funds of the company shall be alone liable. 

1946. That is, confining the liability of the proprietors merely to the nominal 
shares which they have subscribed for r — Yes. 

1947. I asked you whether there was a clause confining it to the funds in 
hand ? — I am not aware of any proprietary company which has that clause. 

1 948. Are you aware that mutual societies have such a clause ? — Yes. 

1949. Almost invariably ? — ^Invariably, I should say. 

1950. Does not that, in your estimation, destroy altogether the virtue, or im- 
plied virtue, of mutual associations ? — I think it does, unless they act very pru- 
dently, as they do in the Equitable, where they set aside, at the last rest, upwards 
of one million pounds sterling, which they might fairly estimate as surplus. 

1951. Then, according to that, the term *' mutual" refers only to mutual advan- 
tages ; it does not extend to mutual disadvantages ? — I think so. 

1952. Mr. Glyn.] Does that render it more necessary to have some reserve fund 
subscribed at first ? — It does. 

1953. Chairman.'] There is a mutual chance of gain, but not a mutual liability 
to loss ? — Just so. The early claims may be paid and the others not, when the 
premium fund is exhausted. 

1954. Is it not the impression of the public that a man assuring In a mutual 
society has the guarantee of the society for any claim he may ultimately have ? — 
I think that is the impression on the public mind generally ; but on reference to the 
practice, it will be found that the funds alone of the society are liable. 

1955. Would that, in your opinion, render more necessary a guarantee fund or 
some kind or other against loss in the early stages of such a society ? — Most de- 
cidedly, and at all other sta<ies. 

1 956. Do you believe it is common in the old proprietary companies that the 
proprietors generally are liable to the full amount of their subscribed shares ? — 
Yes ; and some even beyond it. 

1957. Some even without limit? — Some even without limit. 

1958. Is there any other point to which you would call the attention of the 
Committee ? — There is one subject I would like to mention with regard to mutual 
societies ; if they make a premature division of their funds they may bring them- 
selves into a very disastrous condition ; that is, if they consider as surplus the 
whole amount of assets they have in hand, which is the case in some. If it does 
not bring them into absolute insolvency, it will create great disappointment when 
they have to call on their members to pay the full premiums, and very great dis- 
tress will be occasioned. 

1959. What do you mean by calling on the members to pay their full pre- 
miums ? — The mutual societies, which make the value of their future premiums 
exceed the value of the sum guaranteed, generally distribute their surplus by a 
reduction in the future premiums of members ^ and that reduction is sometimes 
very large, as much as 50 per cent, in some offices, after five moderate premiums 
have been paid ; but the members are still liable to pay the full annual premium 
stated iii their policies. 

1 960. Do they not usually give them the option either of a reduction of pre- 
miums, of an increase of the sum assured, or of receiving money in hand ? — 
No ; but I think nothing ought to be termed surplus but what can be applied in 
any one of those three ways. Of course, if the society declare a surplus exceed* 
ing the amount of assets, it would be impossible to pay it down in cash. 

1961. Suppose it were to be made a condition that nothing should be treated as 

f profits that was not capable of being paid in cash, would that be a wholesome regu- 
ation ? — I think it would be a very wholesome regulation. 

1962. With all assurance offices? — ^Yes. 

1963. That they may be dealing with nothing except what they are bound to 
pay? — Yes. 

1964. Tliat they shall distribute what they assert to be surplus ? — ^Yes. I con- 
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Jf. IngdU lEsq. sider that a society practising deception may go oa for perhaps 50 years, and at 
■ — the end of that period be unable to discharge very nearly one4iaIf of its present 

.6JuDer»53. liabilities. 

1965. Do you consider that life assurance has been sufficiently long practised 
in this country, in the varieties of forms in which it now exists, to have been 
worked out to a satisfactory conclusion as a proof and evidence of the soundness 
of the principles on which they are established? — I think not ; a sufficient time 
has not elapsed fairly to decide upon the different systems of life assurance now 
adopted. 

1966. Then you think at present that we have not sufficient information, know- 
ledge, or experience, that would justify our adopting a great number of the rules 
which are assumed to be abeoiutely true ? — I think not ; life assurance is a business 
of a very deceptive kind, and differs from all other kinds of insurance ; if care be 
taken in the selectkwi of lives, the mortality for a number of years will be very 
low, and if the office attempts to divide its profits, assuming that that low rate of 
mortality will continue, its members will be wofully disappointed at a future 
period* 

1967. But an office must always have within itself the means of appreciating, 
from such circumstances as you have referred to, if carefully examined, what the 
ages of their assured are, and of knowing that ultimately all must become charges 
on their funds ? — They have the means, if they have the inclination and will take 
the trouble to look into their affairs ; but I consider we are very deficient in the 
materials for properly estimating various risks. There were some returns made a 
few years ago (including the Equitable and the Amicable, which had previously 
published similar statements) of about 83,000 policies, which I consider are tlie 
best materials from which we may obtain information. Altogether however only 
17 offices contributed their experience, and three of these only in part. 

1 968. Would you surest any means by which a very much more enlarged 
experience might be arrived at, which would be useful to the public at large, 
and to assurance offices, in making their computations ? — I think if a body of 
actuaries would undertake to collect the materials, there would not be the same 
disinclination to return facts that there was 10 or 12 years ago, and that we 
might get a very large and valuable return. 

1969. You think there is a growing desire on the part of the existing offices to 
make their affairs more public, and less disposition to withhold from the public 
information which they would have objected to furnish some years ago? — Yes ; I 
think they are more willing now to give information of general utility. 

f 1 970. Do you think it is very much to the interest of all respectable offices 
that such information should be as accessible as possible to the public ? —That is 
my opinion. 

1971. You think the ihore secure an office is, the more it has a clear and 
distinct interest in showing that to the public as distinctly as possible ? — I 
think so. 

1972. Then you think the aversion which the old offices exhibited in 1844, at 
the passing of that Act, against being interfered with by the Act of Parliament in 
making returns, being called upon to furnish the public with returns, is a great 
deal less than it used to be ? — I think there would be a great disinclination to 
making returns of the cash transactions at some of the old offices ; but I am 
alluding now to returns that would enable actuaries to determine what is the true 
rate of mortality among assured lives. 

1973. You mean returns showing the duration of human life? — Yes, or for 
ascertaining it. 

1974. Speaking generally of the various elements which we have discussed 
to-day, as being necessary to enable the public to form an opinion, do you think 
there is a greater desire on the part of the old offices, or less objection than there 
used to be some years ago to furnish such information, or aid such inquiry ?— 
I think the old offices would be very willing to satisfy the Government that they 
were in a sound condition ; but having once done that. I think they would con- 
sider it vexatious to be obliged to make an annual return. 

1975. Do they not make up their accounts annually? — They make up their 
accounts annually, for their own information generally. 

1976. Because of the numerous elements you have mentioned to-day, as being 
necessary to form an opinion, many of ihem would only require to be returned 
once ; only some of them it would be necessary to return annually : for example, 
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the table of mortality and the rate of interest upon which they computed their S. IngaU^ "E^ 
premiums, and a variety of things, being returned once, would remain always the ""~*— ~^ 
same. There are other things, viz. the premiums on hand, the assets on hand, ® ^^"^ ^^^^ 
and so on, which would change from year to year r — Yes. 

1977. But those things that would change from year to year, I suppose each 
company makes up its account of, and would be able to return them without any 
inconveiiience ? — I think there would be no indisposition to make a return once in 
seven years, or once in five years, if the accounts for the distribution of profits 
were made up at those periods, 

1978. Mr. Glyn.] 1 understood you to say you thought there might be some 
such communication between the offices as might enable you to get a collection of 
facts from their several experiences, which might be niade the ground-work for 
one general table ? — Yes, 

1979. Tliat had nothing to do with assets, or any other question ? — No, 

1 980. fiut you think it extremely desirable that there should be some com- 
munication made to a public body, the Institute of Actuaries, or some other place 
that might be selected, and that they might collect together the facts supplied by 
the returns fiom the different offices, and publish the result in the shape of a 
table ? — Yes, there might be a committee of actuaries for the purpose. 

1981. That affects the table of mortality, and nothing else? — Yes. 

1982. Chairman.'] In your opinion, would not that return be better m^de to a 
public department than to a voluntary society, such as the Institute of Actuaries ? 
— I think a voluntary society would be better ; they would understand the working 
up of the facts better for their own purposes. 

1 983. Do you think that any result that would be come to by a voluntary society 
would carry with it the same weight as if it were returned to a public department, 
which would be responsible for employing sufficiently able persons to draw deduc- 
tions, and to publish them to the world ? — I think there is an unwillingness to have 
any Government interference with assurance offices. 

1984. Would not that be rather an administrative act than any interfence on the 
part of the Government ?— I think it might be done equally well by the actuaries 
themselves. 

1985. Mr. Glyn.] Do you not think it might be done better by the actuaries 
themselves, for this reason, that the facts might be better ascertained and tabled 
by them than by any Government office ? — I think it would be better done by a 
committee of actuaries. 

1986. Chairman.] Do you think the Institute of Actuaries would be willing 
to undertake it ? — I have no doubt there would be a number of gentlemen who 
would be willing to undertake it ; there might be a Committee formed for that 
special purpose, as there was in 1838. 

1987. And that they would publish to the world the data upon which they 
arrived at their conclusions ; and then a third thing would be likewise a table of 
mortality, which would be required to arrive at accurate conclusions from the 
data they had placed before them r — ^They w ould publish the facts and results in a 
combined form. If each office were to make a separate return, and that separate 
return were to be published, I think there would be an objection to give the par- 
ticulais ; but if, as on the former occasion, there was a schedule framed for a few 
simple lacts to be returned, that is, returned in the same form, and mixed up 
together, so that the parties who worked them up should not know what offices 
they came from, I think then they would collect a considerable mass of valuable 
information. 

1988. Supposing this Committee were to recommend the Institute of Actuaries 
to do such a thing, do you think we could rely upon their doing it ?— I do not 
think those returns could be got to any very great extent by the Institute of 
Actuaries. 
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Jovis^ 9« die Juniiy 1853. 



MEMBERS present: 



Mr. Wilson. 
Mr. Cowan. 
Mr. Muliings. 



Mr. Muntz. 
Mr. Geach. 



JAMES WILSON, Esq., in the Chair. 



Samuel Ingallj Esq., called in ; and further Examined. 

^ /ngfl/Z, Esq. 1989. Chainnan.'] HAVE you any further remarks to make on the questions 

that utre put to you on the last day of your examination? — With reference to 

g Jane 1 853. obtaining returns of the mortality of assured lives through the Institute of Actuaries, 
I think any returns made by assurance offices would be much better collected and 
arranged by a committee of actuaries expressly formed for the purpose, in the same 
manner as was done in the year 1 838, the offices giving the returns of their policies 
so as to enable that committee to deduce the rate of mortality prevailing amongst 
assured lives. I would rather have refrained from making any allusion to the 
Institute of Actuaries, but it having been named, at the last meeting of your 
honourable Committee, I may perhaps be allowed to say, that I think the old and 
larger offices are not sufficiently connected with the institute to enable it to obtain 
from such old offices any very large returns. I have nothing further to add upon 
this subject. With respect to what proportion of the premiums on existing 
policies should be retained as a safe reserve, I named 50 per cent, of the amount 
of premiums. I may, perhaps, be allowed to add that that had reference to the 
premiums originally contracted to be paid. If those premiums were reduced at 
the end of five years to any great extent, say 50 per cent., by the application 
of surplus, I should then recommend that 79 per cent, of the premiums received 
by the society should be retained as a sufficient reserve. 

1990. Mr. Muliings. You say 79 per cent., do you mean that with reference 
to the past premiums actually paid? — Yes ; the amount of past premiums actually 
paid. 

1991. Chairman.'] Have you any further remarks? — In stating that I con- 
sidered an office ought to have about one per cent, per annum on the amount of 
its liabilities in hand for the first 20 years, I would also state that if the office 
made a reduction at the end of five years of 50 per cent, of the nominal premiums, 
then I consider about one and a half per cent, per annum would be a fair reserve. 

Charles Jellicoe^ Esq., called in ; and Examined. 

C^JtilicoffEsq. 1992. Chairman."] ARE you an Actuary by profession ? — Yes. 
1 1993* Of what office ?— Of the Eagle Assurance Company. 

1 994. Are you a member of the Institute of Actuaries ? — I am. 

1 995. Has that body discussed the questions now before the Committee ? — It 
has. 

1996. Has the institute, as a body, come to any conclusions upon the various 
topics which are being discussed at present ? — ^Two special meetings were held by 
that body for the purpose of discussing the whole question before this Committee. 

1997. Did they come to any resolutions? — ^They came to the following reso-, 
lutions : — 

*' That the Act of 1844 has created an invidious distinction between the offices 
established prior to that Act, and those formed since ; and that in the opinion of 
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this meeting that Act should be repealed, and provision be made to place all C. JMet^ Esf » 
life assurance socities on an equal footing. — _^ 

** That, whilst this meeting recognises the propriety of allowing the competition ^ ""^ ' ^^' 
in the business oflife assurance to remain unrestricted, it cannot lose sight of the 
fact that a rate of expenditure much greater than was formerly necessary is thereby 
occasioned ; and this meeting is therefore of opinion that every company to be 
hereafter established should be required, before commencing business, to prove 
the possession and investment in Government securities, of a capital of at least 
10,000/. (under conditions similar to those imposed in the case of joint stock 
'banks), as some guarantee to the public of the ability of the company, under 
present circumstances, to carry out the contracts which it may enter into. 

^' That, in the opinion of this meeting, no legislation on life assurance associ- 
ations can be permanently eflfective that does not exact tests as to the respectability 
-and acquirements of persons allowed to practice as actuaries.'* 

1998. Then, if I understand the substance of those three resolutions, it is this : 
that the present Act places some assurance offices in an invidious position with 
regard to the public, and therefore it is the opinion of that body of actuaries that 
there should be one uniform Act framed in such a way as to be applicable to all 
existing assurance offices, in order to bring them into one uniform state ? — Cer- 
tainly. 

1999. Secondly, that that Act should provide that a guaranteed capital of at 
least 1 0,000 {. should be paid up before any assurance office be permitted to com- 
mence business ? — Yes. 

2000. And, thirdly, that it would be essential that some test should be applied 
of the fitness of any actuary before he is allowed to practice as such ? — Exactly 
so. 

2001. Is it your own individual opinion that the present Act is insufficient, or 
that it has an invidious effect upon certain assurance offices ? — Yes. 

2002. You concur in that first resolution? — I do, fully. 

2003. Then you are of opinion that one common Act should be passed, the 
provisions of which should be made applicable to all existing societies, and framed 
in such a way that, consistently with their various deeds of settlement at the 
present moment, they should be able to register under that Act? — Quite so; 
I think there should be no distinction. 

2004. Is it also your opinion that a paid-up capital in every case should be 
insisted upon previous to a new office being established ? — I think it should, and 
that some such sum as io,ooo/. is only reasonable under present circumstances. 

2005. Do you think 10,000/. would be enough r — I think it is sufficient for 
the purpose. 

2006. For what purpose would you propose a paid-up capital; would you pro- 
pose it simply as a test of the hand fide intentions of the parties engaging in the 
undertaking? — For that purpose, in the first place, and as some small guarantee, 
throughout the existence of the company. 

2007. Would you propose that that sum should be kept intact? — I would. 

2008. Suppose there were any losses incurred by the Company larger than 
the fund they had in hand, would you allow them to use a portion of that 
guarantee fund for the purpose of satisfying such claims ? — I should consider it 
was for that purpose. 

2009. Then would you propose that there should be any stipulation that if that 
fund were necessarily broken in upon for the purpose of meeting early claims, the 
profits from the first funds of which the company were afterwards in receipt 
should be added to that guarantee fund, in order to raise it again to the amount 
stipulated ? — That would be quite desirable. 

2010. Then you would treat it as a fund rather for temporary aid to the 
claims and wants of the dociety, than to be used for the ultimate payment of those 
claims ? — Certainly. 

2011. Do you share also in the opinions expressed in those resolutions, that 
some test should be required from actuaries as to their fitness to practice ? — 
I think some such test most essential. 

2012. Do you not think that the public and assurance offices in particular may 
be trusted to exercise a discretion themselves as to whether the actuary they em- 
ploy has the qualifications requisite for performing the duties they entrust to him? 
— We have good evidence that that is not sufficient. 
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€.Jellicoe, Esq. 2013. Where you speak of having evidence that that is not sufficient, do you 
' mean to innply that persons have been employed as actuaries in assurance offices, 

9 June 18^3. who have been considered palpably and ordinarily inccmipeteDt for the task? — 
I do. 

2014. Would you say that with reference to companies of an old date, with a 
subscribed capital, where there was a risk incurred on the part of the proprietors, 
or would you say that that was confined to companies which had been got up with- 
out any risk whatever being incurred by those who were the promoters ? — I do 
not think it would be difficult to meet with instances of both. 

2015. But suppose 3 OUT first suggestion be insisted upcm; viz., a subscribed 
capital to be paid up by the promoters, so that they should have a real risk in 
the undertaking ; are you of opinion that that risk which they would incur would 
not of itself be a sufficient guarantee that they would take care to employ persons 
competent to advise them, so as to prevent their running into danger ? — At pre- 
sent they have no means of judging of the fitness of a person, except by common 
report. 

2016. What would you propose as a test; what means would you contemplate 
to enable them to judge better than they have now? — A periodical examination 
instituted by the Government, or some body authorised by the Government. 

201 7. But would you propose that actuaries, like physicians or surgeons, should 
have diplomas ? — Certainly. 

2018. Given by some public body competent to examine them, and to grant 
either licences or diplomas, the same as in some of the learned professions ? — I feel 
quite sure that until that be done the mischiefs complained of at present will not 
be put an end to. 

20 ig. Then you concur in the resolutions you have put in that were passed at 
that meeting of actuaries ? — Thoroughly. 

2020. Is it your opinion that the great body of the actuaries concur in those 
resolutions? — I should thirJc a very large number. 

2021. Are there not two mstitutes of actuaries? — There is but one institute; 
there is no organised body besides, although a number of the actuaries connected 
with some of th^ oldest offices are not members of the institute. 

2022. Do they form a society by themselves ? — About a dozen of them have 
some sort of private association, I believe ; I do not know of any other. 

2023. It has been stated before the Committee, that there were two institutes 
or bodies of actuaries ? — ^That is not so. 

2024. There are not two societies?— No, certainly not. 

2025. What number of actuaries belong to the institute? — About 140 ; but that 
number includes some few persons who are secretaries only. 

2026. How is that body constituted ; is it entirely a voluntary association ? — 
Originally it was entirely voluntary, and it is now voluntary, iu so far that any 
member may withdraw from it if he pleases. 

2027. Is it constituted by any authority, or is it anything further than a volun- 
tary association by a number of gentlemen for a given purpose ? — Nothing further ; 
but it is regularly organised. 

2028. Were these resolutions concurred in pretty unanimously by the meeting 
at which they were passed ? — ^Almost unanimously, I think. 

2029. Was there a division taken ? — There was, except on the last ; that was 
passed unanimously. 

2030. There was a division taken upon the two first ? — ^There was. 

2031. Can you state the numbers who voted for and against the resolutions ? — 
About 70 members were present on each occasion, and the minorities were small; 
the actual numbers I cannot tell. 

2032. Do you believe, or have you any means of knowing that these are views 
entertained generally by actuaries who do not belong to the institute? — I do not 
think the last is entertained by them at all. 

2033. But the two former they concur in ? — I doubt whether, as a body, they 
would like the first. 

2034. The second, with regard to the payment of a certain capital, you think is 
pretty generally entertained ? — Quite generally, I think, with differences as to the 
amount. 

2035. I suppose there might be considerable hesitation with regard to the first 
of those resolutions, from the circumstance that the requirements of the Act of 
1844 would be so inconsistent with their deeds of settlement and the organisation 
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of their societies, that it would be impossible to apply the regulations of that Act C. Mlicocj B$q. 

to their particular societies without entirely remodelliog and recasting tbeui ? — Yes, 

2036. You are aware that has been one of tfie chief reasons why they have 9 J«ne 1853^ 
objected to registration under that Act ? — I can easily imagine that would be a 

reason. I was not advocating the application of the Act of 1844 to those 
societies. 

2037. Do you think the objection even to that first resolution would be mate- 
rially modified, if any Bill that should be passed for that purpose should take care 
to recognise all those difficulties under whicb old societies exists with reference to 
their deeds of settlement and their organisation, so as not to put them to any 
unnecessary trouble or expense in conforming with any regulations which might 
be contained in that Act ? — I have no doubt of it ; 1 cannot suppose that any 
respectable company desires to be put on a footing different from other com- 
panies. The persona who eame to these resolutions comprised actuaries of all 
sorts; some connected with old offices^ like my own^ which is quite an old com- 
pany ; others with new ones. 

2038. Were any of the persona who voted for those resolutions connected with 
whatt are called new companies ? — A good many. 

2039. And the meeting at which those resolutions were passed may fairly be 
considered as n meeting composed of actuaries who are interested in all classes of 
offices ? — Quite so. 

2040. And as representing^ every one of the particular classes wbich are recog- 
nised in the different discussions which have taken place on this subject as being 
opposed to each other ? — Quite so ; it was probably a fair average representation 
of all. 

2041 . Who was the chairman of the institute ? — ^The late Government actuary, 
Mr. Finlaison, senior. 

2042. Was he in the chair on that occasion ? — Yes, on both occasions. 

2043. Does he concur in those resolutions ? — My impression is that he goes 
with them, quite ; I cannot say that positively ; I heard notliing from him on the 
occasion when I waa present to make me think otherwise. 

2044. What is your view with regard to publishing accounts ? — If one office be 
c*alled upon to do it, I think all offices ought to be called upon to do it. 

2045. You think, inasmuch as under the existing Act some offices are called 
upon to publish their accounts annually, any Act contemplated in those resolutions 
which could be passed to bring the whole of the offices into a uniform position, 
should provide for some form of account to be published annually or periodically ? 
— I think it is only equitable that it should be so. 

2046. With regard to that meeting to which you refer, of the Institute of 
Actuaries ; do you believe that they generally concurred in that view ? — I have 
no doubt of it. 

2047. Then there is not the same objection to the publication of accounts 
which existed some years ago, viz., when the Act of 1844 was passed? — I do not 
think any one objects to it, except, perhaps, some of the very ancient offices, who, 
I believe, have a little prejudice against it. It is almost general now to publish 
accounts ; not only are the offices willing to do so, but they almost all do publish 
their accounts. 

2048. Have you formed any opinion as to a satisfactory form in which an 
account should be rendered? — I have no faith in any utility arising from a form, 
or indeed in the necessity being created by the Government for any particular 
accounts ; I have no faith in that at all. 

2049. You have no faith in any uniform form? — Not at all. 

2050. Then, what would be the character and nature of the accounts which 
you would suggest? — I. should leave that to the offices themselves. 

20:'ii. If you leave it to the offices themselves, respectable offices may furnish 
a very intelligible account, and companies wishing, at any rate, the real state of 
their affairs not to be known, might furnish accounts which were really not intelli- 
gible, and yet might tell nothing that was actually untrue ; how would you deal 
with that?— The impression on my mind is, that it is possible for a company to 
to put forth accounts of the most fallacious description, and that their fallaciousness 
could not be detected by any means at all ; no form would be sufficient to prevent 
subterfuge or evasion of some kmd, if such were contemplated. 

2052. Supposing no form of account were possible, would it not be possible to 
give some general features and facts as to the condition of the office, such as a 
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C. JdReoe, Esq. general outline of the mode in which they transact their business ; for example, 
— ^— they would be obliged to state the tables of mortality they used ; the rate of 

9 June 1853. interest at which ihey computed their premiums ; the amount of loading or mar- 
gin which they placed on their premiums ; the amount of assets in hand ; the 
amount of premiums received and receivable from year to year; the amount of 
business done, and new premiums received ; the claims made, and the annual 
charges ; might you not have some such general elements, without giving an exact 
debtor and creditor account ? — Yes. 

2053. Might you not have some general elements of that kind stated which 
would enable any person to say whether the office were in a prosperous or safe 
condition or otherwise? — I see no objection to such a statement as that the 
question proposes ; I think it would be far better than the debtor and creditor 
account which has been published under the present Act of Parliament ; but I 
would rather rely upon the interest, as it has now become, of every company, to 
give forth its own accounts in an intelligible and ample manner. It nas now 
become the practice of all respectable offices to give out the most full statements 
they can give: in fact, the difficulty is to compress them sufficiently. They do 
it for their own advantage, viz., in order to gain the confidence of the public ; and 
my impression is, tliat soon, if not now, the public will cease to look with con- 
fidence on a company which does not do that. 

2054. Are you not aware that a very large portion of the public, especially in 
the provinces, who may be induced by private solicitation and by very expensive 
means of canvassing, where agents may be appointed, themselves respectable 
tradesmen, wine merchants and others carrying on a good business, having the 
con6dence of their neighbours and being totally unaware of any fraud or irregu^ 
larity that may be going on at the head office which they represent, are induced 
to assure their lives, who have no possible means of judging by seeing an account, 
or if they see an account, of judging as to its being satisfactory or otherwise, but 
who are only induced to assure their lives by the means I have alluded to, to a 
very great extent in offices to which that general test which you suggest would 
really be very inapplicable ? — ^The question alludes to a difficulty which I think 
would still exist, viz., that the public cannot understand these statements. I have 
instances constantly before me of very intelligent persons, who, after reading the 
accounts sent forth by a company, form evidently the most erroneous ideas from 
them. 

2055. Supposing two or three examples were to arise of serious losses happen- 
ing in consequence of people trusting offices based on an erroneous principle, would 
it not then become more essential that the accounts should at least follow that 
form which intelligent actuaries would understand, and with regard to which they 
would be able to advise anyone who resorted to them for advice ? — Unless you. 
were to have some such statements as have been suggested, of the elements of 
which the account was made up, I apprehend it would be very difficult even for 
an actuary to come to a satisfactory conclusion as to the condition of the office, 
and for the public quite impossible. 

2056. But with some such elements as I have alluded to, with a competent 
actuary would there be any difficulty in judging of the condition of the office ? — 
Generally speaking, I think not. 

2057. Then if the public were to resort to an actuary for his advice, in the 
same way as to a lawyer for his advice, with such accounts as I have suggested, 
there would be no difficulty in any competent actuary giving a man advice upour 
which he might safely act, as to whether he might assure his life in the particular 
office? — That is quite true. 

2058. Then would that be the great object which could be attained by publi- 
cation in any form? — I think an important one is omitted. 

2059. You would rather rely upon some simple matters of fact such as I have 
referred to, viz., the actual condition of the company at the time, the mode in 
which they made their computations, than any debtor and creditor account that 
could be suggested ? — Much rather ; the particulars the question mentions would 
be very important, no doubt. 

2060. Are you aware whether the offices in Scotland have considered these 
questions which are now under discussion at a meeting ? — A considerable number 
of important offices in Scotland have come to resolutions upon the subject. 

2001. Have you seen those resolutions? — I have a copy of them here. 
2062. Can you give the Committee an outline of the recommendations they 

make ? — 
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make? — I will hand in the paper, which is entitled, "A Statement of views C. JtUtcoe^ Esti^ 

entertained by the undersigned Managers of Life Assurance Offices in Scotland, 

with reference to the contemplated amendment of the law regarding Life Assur- 9 June 1854- 
ance Associations, now under consideration of a Select Committee of the House 
of Commons." The recommendations they make are as follows : — 

I. At the establishment of every new association there ought to be lodged with the 
registrar, in addition to the deed of settlement, as at present provided, a copy of the prin- 
cipal prospectus issued by the office, with the chief taoles of rates, and a distinct statement 
of the data on which these have been calculated; all certified by not fewer than two of 
the directors, and by one of the principal officers of the associaiion. 

II. There ought to be lodged annually, instead of the balance sheets hitherto required, 
accounts, to be prepared in certain forms, to be appended to the Act, which shall exhibit 
fully and distinctly the following particulars, viz : — 

(1.) The amount of the proprietors' subscribed capital (where such exists), and the 
iimount which has been paid, the number and amount of shares, and a list of 
the shareholders. 

(2.) The amount of the Life Assurance or Premium Fund, distinguishing the sums set 
aside to provide for bonuses, if any, or reserved as a guarantee fund, 

(3.) The amount of tlie total funds invested, and the mode of their investment. 

(4.) The amount of all debts and outstanding claims. 

(5.) The number and amount of the whole existing life policies, and of the annual 
premiums payable under the same, specifying those issued during the year for 
which the return is made. 

(6). The amount of all bonuses, if any, previously declared upon these policieii, with 
the dates at which such declarations have been made. 

(7.) An abstract of the whole receipts and disbursements for the year, classified under 
the various heads of receipt and expenditure. 

(8.) Similar particulars to those above specified, for the annuity or any other branch 
of business which may be carried on under the sanction of the registrar in con- 
junction with life assurance. 

III. At each period of investigation and ascertainment of profits, there ought to be lodged 
a certified copy of the states or accounts submitted to tne partners or members of the 
association in connexion with such investigation^ which should exhibit distinctly the amount 
of the subsisting assurances, and of the premiums receivable on account of them, classified 
according to age, and also the tables of mortality, the rate of interest, and the other data 
on which the investigation has been made. 

IV. At the establishment of an office there ought to be raii^ed, and permanently invested 
in Government securities^ in such manner as to be beyond the control of the association, 
the sum of 10,000/. 

V. No dividend or interest ought to be allowed to be paid to the partners of a company, 
nor any bonus to be allocated to policy-holders, until an investigation and calculation of 
profits have been made, not sooner than at the end of five years m>m the formation of the 
society. 

VI. It ought to be the duty of the registrar, in every instance where the regulations have 
not been fully and properly complied with, according to the terms and spirit of the law, 
and also in every instance where the returns exhibit any features of a questionable cha- 
racter, to report the same specially to the Board of Trade, who should have power to apply 
some efficient remedy. 

VII. A copy of the returns made to the registrar ought to be annually laid before Par* 
liament. 

2063. In those resolutions they agree with the Institute of Actuaries ? — Yes^ 
in some points ; I may mention that all the gentlemen signing that paper are mem- 
bers of the Institute of Actuaries. 

2064. Still that was a meeting held independent of the one you have alluded 
to ? — Entirely independent. 

2065. Do they suggest any means of enforcing the regulations if they are not 
complied with ? — ^They do not. 

2066. Do they express any opinion as to the substance of the third resolution 
of the Institute of Actuaries, which you have referred to ? — ^They do not ; I can 
account for that very readily ; in Scotland almost all the offices are difiPerently 
constituted from the English offices ; they are generally under a manager, who is 
a much more responsible person than anybody else; in fact he thoroughly 
manages the company ; sometimes the manager is an actuary, sometimes he is 
aissisled by actuaries. 

0.55. Z 2067. Have 
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C.JeUkoe^Eaq. 2067. Have not all the English offices managers? — Very few, anless the 

• lictuary is called the manager. 

y June iS^^, 2068. The actuary of a company is engaged exclusively in the business of the 

company, or at least devotes as much time to the concerns of the company as 
they require ; that is what is intended ?— Yes; the arrangements are very different 
in different offices ; some have an actuary and a secretary ; sometimes the secre- 
tary is the manager, sometimes the actuary is the manager ; what I meant to say 
was, that the person on whom the responsibility rests, as regards the management 
of the office, should in my opinion always be an actuary, and should have given 
good evidence that he is fitted to be in that position. 

2069. ^^^ ^'^^ Scotch managers all actuaries ? — ^No ; some are, some are not. 

2070. Where they are not they have actuaries to assist them ?— They have; 
the offices in Scotland are very well conducted. 

2071. You seem to lay great stress on the qualifications of the actuary in the 
conduct of an office? — I think that point is all-important. 

2072. Of course the whole foundation of the office must depend on whether 
the calculations themselves are made on an accurate or inaccurate basis? — 
Entirely on that. 

2073. Have you or the society to which you have referred, formed any very 
distinct views as to the best mode of securing that actuaries shall be fitted for the 
duties which they undertake ? — That is a question which has been a good deal 
under the consideration of that body ; in fact, the body itself was instituted with 
the view of providing some such security. The first article of the constitution 
and laws of the Institute of Actuaries states that " the Institute of Actuaries of 
Great Britain and Ireland is an association founded for the purpose of elevating 
the attainments and status, and promoting the general efficiency, of all who are 
engaged in occupations connected with the pursuits of an actuary, and for the 
extension and improvement of the data and methods of the science which has its 
origin in the application of the doctrine of probabilities to the affairs of life, and 
from which life assurance, annuity, reversionary interest, and other analogous 
institutions, derive their principles of operation. It embraces, as its peculiar pro- 
vince of inquiry, all monetary questions involving a consideration of the separate 
or combined effects of interest and probability.'* 

2074. Have you many instances of offices commencing business without the 
assistance of a person who has before been known professioiiaUy afi a qualified 
actuary ? —Yes. 

tkojs. ^^ you mean who become actuaries for th^ purpose of the office ; who 
for the first time profess to be actuaries when they commence the office? — Yes. 

2076. You say there are many sudb inataiKes ?•*— Several. 

2077. That ist BMn who have never practised publicly or privately sta actuaries 
before?— Certainly, I think so. 

2078. And you deem that to be a very questionable and dangerous practice? — 
I tJbiak it is the source of a great deal of the present incoDvenience. 

2079. Do you ihkok it wooM be possible if, hi the establisliment of a new 
office^ an actual paid-up capital by die parties embarking in it were insisted upon, 
aiid that capital would be hazarded by their so doing, they would take the opinion 
or act upon the advice of incompetent and inexperienced persons r — ^The public 
generally, or that section of it which composes a board of directors, are in inuny 
cases not at all aware of the elements on which the whole thing is constituted. 

20S6. Would not that very fact be an addRional reason, if they had a con- 
siderable .lum of money at stake, why they should resort to persons in whom they 
could have confidence ? — One would think that nothing would be more likely to 
occur, but it is not so in practice. Up to a late period, I thtnk many persons 
imagined that they could make the necessary calculations as well as anybody 
else ; that is, persons with bat a slight knowlege of arithmetic. 

2081. Are you not aware, from the deeds of settlement, that a number of nem' 
offices, established of late years, have been established without one shilling of 
risk, that is, without any paid-up capttiil ; so that whether the company prospered 
or did not prosper, they had nothing to lose ? — Yes. 

2082. Might not that state of things lead to great looseness and carelessness 
as to the persons they employed, and upon whose judgment they acted? — 
I believe that to be an illustration of the very state of things we are speaking 
of. 

2083. Do 
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2083. Do you not tbiftk that if the law in future insisted that before any com- C hilicot, ts4- 

pany could be registered, or coutd commence bm^inese, the promoters should 

subscribe a considerable sum of money, which should be invested beyond their 9 Jone 1S53- 
control in Government securities, that would be a very great guarantee that they 

would resort to persons on whose judgment they could rely for the computationsf 
they made, and the risks they ran ? — It ought to have that tendency ; but I am 
afraid it would not be an effectual remedy. 

2084. You think then, in fact, in addition to the past state of things they 
require a twofold check ; first, a paid-up capital ; secondly, a test of the qualifi- 
cations of the actuary ? — Exactly so. I believe with those ttvo a great deal of 
the present evil would vanish. 

2085. Would not you contemplate considerable difficulty in this respect; do 
you believe that the great body of actuaries now in practice would agree with 
you, and would be willing to submit to such restrictions or such exafnioatioQ as 
you consider requisite ?— I should not of course propose that those gentlemen who 
for many years have given evidence of their competency, as connected with large 
ofiices, should pass through such an ordeal ; we must take it for grantsed, in the 
first instance, that persons who are in a certain position are fitted for it. 

2086. Does not it occur to you that it would be a very invidious dbtinction, 
that a certain number of gentlemen should be considered competent, and that a 
certain number should have to undergo an exammation ? — I do not think it would 
be unfair to prevent any person from being called an actuary who has never been 
in an assurance oflBce, without some test of qualification. 

2087. If I understand the substance of your opinion, you would imply, I do not 
say erroneously, that tliere are a great number of gentlemen at present, who^ though 
called actuaries, have not the requirements which would entitle them to ttmt 
name ? — Yes, like every other profession, that is so no doubt. 

2088. Then if any regulation of tlie kind that you contemplate were made, 
where would you draw the line ; if every gentleman who calls himself an actuary, 
who is found in the London Directory, or has actuary on his door, is to be con- 
sidered competent, would not that be a very loose mode of making provision for 
a body of competent actuaries, viz., by taking all those who now call themselves 
actuaries? —There is no getting over tne evil otherwise. 

2089. There would be no difficulty in competent gentlemen undergoing any 
examination, and being enrolled if accessary^ and in those who are not competent 
being rejected ? —I am afraid that would be a severe measure to gentlemen who 
have already undergone a certain ordeal ; inasmuch as they have been selected 
or appointed for the purpose. I should be quite content to take as a starting 
point, the fact that an individual has been chosen by a body of respectable men 
as directors^ as proof of his fitness up to that time. In the nature of things you 
cannot get over the evil without some such admission at atarting. 

2090. Then your precaution would ajiply only to the future ? — Only to the 
future. 

2091. Can you point out to the Committee, generally, in what way the danger 
from employing an incompeteat actuary would arise to an office ? — At the very 
first starting the premiums may be inaccurate, that is, insufficient for the risks. 
If he has the conduct of the company, there are many different ways in which an 
Ignorant person may bring in'finite mischief upon ttiem. 

2092. I presume the greater the varieties of business which offices now enter- 
tain, the greater the varieties of risk which they undertake ; and the various 
modes in which those risks are placed, the more essential it is that the actuarv 
who guides and who advises upon the nature of tliose risks, and the rates at which 
they should be undertaken, should be a person of competent skill ? — Certainly ; 
much more so. 

2093. Can you suggest any form of account by which the public could at once 
ascertain whether or not a society was really solvent or insolvent, prosperous or 
otherwise ? — I believe whatever form of account was ordered to be published, any 
office disposed to do so, or indeed unintentionally, might make what was quite a 
state of insolvency appear quite the reverse. 

2094. Can you point out to the Committee in what way they could make an 
insolvent company appear solvent ? — They might overvalue the assets, and under- 
value the risks. 

2095 But to overvalue the assets, that is, to state them at a larger amount 
than they actually appeared at in their books, would be a fraud? — Yes. 

0.55 z 2 2096. But 
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C Jdlicoe, Eiqi 2096. But not saying that the company is to commit a fraud, is there any way 

of stating the accounts by which an insolvent company might be made to appear 

9 June 1853. solvent ?— I think so. 

2097. Can you suggest to the Committee by what means that could be done, 
or wliat facilities there would be for such an account being prepared ? — It might 
be argued that the lives were particularly good ones, that the mortality, therefore, 
would be very small, and that that would justify an inordinate expectation of life, 
and upon that theory they might make the present value of the future premiums 
excessive. 

2098. Mr. MulUngs.] Might not this happen, that assets which might have 
proved clearly bad for some years past, might still be carried in as assets of the 
company r — Undoubtedly. 

2099. Do you mean that ascertained losses might not be acknowledged as 
such ? — Quite so ; or indifferent securities set down that were known not to be 
worth what they were stated to be. 

2100. That again would be a fraud? — Such things do happen. 

2101. But that again might be put down in the category of frauds, rather than 
evasions ? — No doubt ; therefore you must have integrity as well as ability. 

2102. In any account that was published, should you think it essential that 
the assets of the company should be stated in such a mode as to show in what 
they coni^isted, I mean generally, viz., so much on Government securities, so 
much on mortgages, so much on loans ? — It would be very proper to insert that, 
in case of having those statements put forth. 

2103. Do you think the assets stated generally, without any indication of what 
they consisted of, would afford any information upon whicti anybody could rely? 
— 1 am afraid the same answer applies ; in any case, you would get but little 
security from such a statement. 

2104. Suppose they were to say, out of a million of assets, 800,000 or half a 
tnillion is in Government securities, would not that afford considerable inforni'^ 
ation ? — Such a fact would no doubt tell well ; but mortgages may be of any 
kind. 

2105. You mean, if simply the word mortgages were used, they might be 
mortgages of a very doubtful kind, or which did not represent the full value of 
the money invested ?-^Entirely so. 

2106. And therefore, after all, a great deal must depend on the character of 
the companies, and of those who conduct them ? — I think everything depends 
upon that; without outstepping decent bounds, it is quite easy to make an 
indifferent undertaking appear quite otherwise. 

2107. If I understand the whole scope of your evidence, you place more 
reliance upon the efBciency of the actuary than almost on anything else ? — I do, 
indeed ; observation and experience lead me to that conclusion. 

2108. That is to say, on his character? — On his character. I have noticed 
that an office of indifferent reputation having a person well known in the assurance 
world appointed to it as actuary, at once gives that office a new character. 

2109. Does the actuary give security at all ? — It is very common. 

2110. Mr. Mullhgs.] Are there any tests or conditions with reference to the 
admission of actuaries to the institute, or are gentlemen admitted merely upou 
application; where does the veto against admission reside? — Gentlemen are 
admiticd at present under the title of associates, and before they can take any 
further title, they must be examined for three years in succession ; they undergo 
that ordeal ; and, on their passing satisfactorily through it, a certificate is given 
them. 

21 M . Then you would consider that all those who are members of the institute 
have passed through such an ordeal as answers the questions put by the chair- 
man? — All who are fellows. 

2112. And as to those, vou would not require any further test of quahfication! 
—No. 

2113. Suppose any new actuary not being a member of that institute, would 
YOU then prescribe or make any rule that he should undergo any examination, or 
become a member of the institute, or get some certificate from that society which 
siiouid qualify him? — Gentlemen who are not connected with tlie institute should 
become members of it ; or there should be some other authority to give such a 
certificaie. 

2114. If 
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2114. If actuaries are to be chosen from the body called the Institute exclu- ^ jdUcoe I sq. 

sively, that might be considered as tending a little towards monopoly with regard ' V * 

to other actuaries, until there is some mode pointed out by which they might be 9 June 1853. 
considered as qualified ?— The mode proposed was, that all those gentlemen who 

have undergone the ordeal of selection by a Board of Directors should be regarded 
at once as actuaries, and be privileged to practise as such. 

21 15. What would you require, with reference to the future, as to those who 
may be appointed to any new o65ces as actuaries? — ^That they should not be 
allowed to practise unless they can produce a certificate of an examination, either 
by some college in London, or by one of the universities, if the Government would 
not give the institute the power. 

2116. Chairman J\ Has there been any Bill prepared, or proposed to he pre- 
pared by the institute, with a view to carry out this proposition r — It was under 
the consideration of several meetings, the carryino; out of such a proposition ; and 
a Bill was actually drawn up as an example of what would be desirable under 
such circumstances. 

2117. Have you got a copy of that Bill ? — I have. 

2118. Will you read the preamble, and state the heads of the several clauses? 
— The preamble is as follows : " Whereas, among all classes of people in this 
realm, very many persons have procured their own lives and the lives of others 
to be assured, or been guaranteed in respect to fidelity of trust by certain bodies 
corporate and companies, and many and great reversionary and other interests 
and annuities have been valued and purchased, and annuities and large sums of 
money contracted to be paid by such bodies corporate and companies, and 
important family settlements and aggregate and individual interests are involved 
in or affected by many of the transactions aforesaid : and whereas such transac- 
tions are daily increasing, and are likely to increase more and more, and it is 
therefore highly necessary for the due and effectual protection of the public that 
the scientific principles, doctrines, methods, calculations, and rules, upon which all 
such transactions shall be hereafter undertaken and founded, should be ascertained, 
made, and carried through by such skilful, experienced, and competent persons only 
as are hereinafter authorised in that behalf : and whereas the several persons whose 
names are next hereinafter set forth, being respectively actuaries of Great Britain 
and Ireland, and persons otherwise more or less connected with pr intending here- 
after to pursue the practice and profession of actuaries, have formed themselves into 
an association under the title of ' The Institute of Actuaries of Great Britain and 
Ireland,' that is to say, namely (here set forth the names intended, and the offices or 
other personal description or address as may be), and have adopted for the constitu- 
tion and good government thereof certain laws, rules, and regulations; and whereas 
in order to ensure such due and effectual protection to the public, by securing the 
acting upon safe scientific principles, doctrines, methods, calculations and rules as 
aforesaid, in all such transactions as aforesaid, it is expedient to make the pro- 
visions hereinafter enacted, and for the more convenient execution of such pro- 
visions to give the sanction of Parliament to such Association and Institute of 
Actuaries, and to the constitution, laws, rules, and regulations for the same, which 
are hereinafter set forth : Be it therefore enacted by the Queen's most excellent 
Majesty, by and with the advice and consent of the Lords spiritual and temporal, 
and Commons, in this piesent Parliament assembled, and by the auttiority of the 
same, that the several persons whose names are next hereinafter expressed, being 
severally and respectively, at the time of the passing of this Act, actuaries of 
Great Britain and Ireland (here name all existing actuaries, with their offices, or 
other description or address), shall severally and respectively now and henceforth 
be and be deemed qualified to practice the profession of an actuary, without the 
previous examination, certificate of competency, admission and payment herein- 
after required ; subject nevertheless to be registered at the time and in the manner 
hereinafter directed on the register of actuaries hereinafter required to be made and 
kept ; and no person whosoever, other than those secondly hereinbefore named and 
specified, shall be, or be deemed at the time of the passing of this Act, an actuaiy 
at such time, or be capable of practising as such in any manner whatsoever/* 
The following are the headings of the principal clauses : — ** Existing actuaries 
specified and authorised to practice without examination, certificate and admis- 
sion ; subject to registration." " After passing of this Act, no person, except 
those secondly before named, to practise as an actuary without examination,'' &c. 
^' Association called * Institute of Actuaries,' &c., declared a body corporate." 

0.55- Z3 "One. J 
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C.Jellicoe, Esq. '* One examination to be passed before ist January 1854, and after 1st January 

-« 1854, no person to be admitted as an actuary who shall not have been an 

9 June 1853. associate three years in the incorporated institute before application, and been 
examined in each of such years." *' Additional examination may be had, where 
candidate not competent at the examinations required by the Act." *^ The existing 
council and officers of institute may, in the interval between the passing of the 
the Act and the first general meeting, act respectively without re-election." 
"Register of actuaries to be made and kept, and list to be laid before every 
general meeting." " Persons practising without registration, or without exami- 
nation and certificate, and admission and payment of the fee, or either, or actuaries 
permitting others to practise in their names, to forfeit 20/. for every act, omission 
or permission." 

2119. Mr. Mullings.'] I suppose there are many actuaries of life assurance 
offices in the present day who are not members of the institute, are there not? — 
There are. 

2120. When an actuary is about to be appointed to an office, what do the 
directors require ; do they not require some test by which they themselves can 
form an opinion as to his qualification ? — ^The most ordinary method is to obtain a 
testimonial from other actuaries. 

2121. You were speaking of a guarantee fund of 10,000?., did you mean to 
apply that to both classes of assurance offices, vie., proprietary bodies and mutual 
societies ; did you mean that each class of office should have that guarantee fund 
paid up? — Yes, I did. 

2122. Has it occurred to you what provision you would make with regard to 
proprietary companies, a portion of the members of which would make up that 
10,000/. among themselves, as to the interest; has it occurred to you what mode 
should be adopted for the purpose of paying the interest of that capital out of 
the profits ? — The proposition of the institute and of the Scotch managers is, that 
io,coo/. should be invested in Government securities, and I presume the interest 
of it would be enjoyed by the parties, keeping the principal money intact. 

2123. Would they be quite satisfied with the interest only of those securities 
for the monies they might advance ?-~They would have some such investment 
probftbiy in any case. 

2124. Has any other mode occurred to your mtnd by which they should be 
fiomewhat more encouraged or remunerated for tlie rwk tbey would run, than by 
the mere receipt of the dividends upon ao much consols r*-*-I should not suggest 
any other mode ; consols form the safest investment ; where it is so safe you 
caonot expect much interest. 

3125. Chairman.'] The question was not as to the risk <^ the investmeat, but 
if five or six members are to contribute 10,000 /.,as a guarantee fund for the effi* 
ciency of the society at its earlier stage, which implies some risk that that 1 0,000 /• 
may be lost (if it does not imply that it implies nothing,) then there being a certain 
risk which the contributors to tiiat fund must run from its being required for the 
purposes of the company, would it be reasonable to expect that any gentleman 
would contribute that sum of m(mey without having some distinct interest beyond 
the simple interest which they would get on consols ?-^The persons advancing 
that money would usually be directors, and would have payment in some other 
way, so that it i^ould be worth their while to divert their funds to that purpose^ 
viz., for the sake of eslabiishmg a company from which they would derive other 
advantages. 

2126. What is the usual allowance to directors of assurance offices? — It varies 
greatly. 

2127. Suppose an office were being established now on this principle of having 
apaid*up capital of 10,000/., are you able to inform the Committee what would 
be a fair remuneration to the directors for the trouble they take in the manage- 
ment of the company ? — Formerly, on the establishment of a company, it w as 
very common to put off any payment to the directors for the first four or five 
years ; in modern days we sometimes see a society starting with an immediate pay- 
ment of from 600/. to 1,000/. a year to the body. 

2128. A body of five or six, perhaps f— Perhaps of 12. 

2129. Then in any case it would not exceed 100/. a year?— It would not be 
more than that, I think. 

2130. £. 100 a year would be considered a liberal sum to allow to a director? 
— In a new company ; compared with what it has been, it is very liberal. 

2131. Supposing there were 10 directors, contributing ],ooo/. each to the 

r^ paid-up^ 
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paid-up capita], in addition to the 30 /. which each would derive from the interest C. JeUicoe, Esq. 

of 1,000 /. consols, do you think that 100 Z. a year would be a sufficient induce- 

menl to them to run the risk of losing the 1,000 /. ? — I think so ; because the risk ^ "^""^ ^^^3* 
would be very small, inasmuch as the money would be invested in their own 
names, probably as trustees. 

2132. The risk would be very small if they took care to do a judicious busi- 
ness ? — Quite so. 

2133. And that is the chief gain you expect from the payment of capital ? — 
Yes. 

2134. Mr. MuUings.^ Is not the gross amount of the fund set apart for the 
directors distributable accerding to the number of their attendances? — Very 
commonly. 

2135. I suppose that is the usual mode ? — ^Yes. 

2136. Then one director might have a larger amount than the others, and the 
receipt of that gross fund by each director might be a stimulus to his attendance 
or punctuality ? — Yes, that is so. 

2137. And looking after the aflfetirs of the company, with reference to the 
interest they have in the guarantee fund ? — Quite so. 

2138. Cfkaimian.'] Suppose the Legislature were to refuse to pass such a Bill 
as you have suggested, have you thought of any other means by which the same 
objects might be accomplished? — I think it would be very desirable that the 
Government should have the regulation of the persons practising as actuaries, and 
that no person should be enrolled until he had satis6ed such conditions as the 
Government thought sufficient. 

2139. Then you think if Parliament declined to pass such a Bill, the Govern- 
ment on its own responsibility might do that as an executive act? — I think it is 
very desirable ; it is done with all other professions, such as physicians and 
engineers ; engineers have to give some satisfactory proof of their competency* 

2140. Is any examination or other test required before a man commences as 
an engineer ? — I do not think tliere is any legal test. 

2141. There is an institute of engineers? — Yes, 

2142. But it is not necessary that every engineer should belong to that institute ? 
— I do not think it is. 

2143. It IS a voluntary association ?— I think so. It appears to me quite 
apparent that the object of the Government should be to create good workers, not 
to teach everybody how tiiey can become so ofS^hand. I mean, for example, if 
you want to improve in building, you do w)t endeavour to lay down rules that 
will enable everybody to build a bouse, but you would strive to improve the 
knowledge of those whose particular occupation it is. 

2144. Mr, Mullings.'] In the Bill you mentioned, I suppose there must be 
some mode of appeal against any arbitrary decision by the managers of the 
institute ? — Yes. 

2145. How would you provide for that, supposing the Institute of Actuaries, 
being doly incorporated, shouW refuse to admit parties ? — A provision is made 
for that. 

2146. Chairman.'] Have you any other observations that you wish to make? — 
1 do not know that I have anythingf further to say ; I have heard a good deal 
said in evidence before this Committee, on a subject which I have made it my 
business to consider, but I do not know that I need trouble the Committee with 
my views upon it ; I believe they are somewhat different from some views which 
have been given. 

2147. Do you mean with reference to the mode of valuing fives ? — Yes. 

2148. What particular points would you wish to make observations upon r — 
I would merely wish to insist that an actuary who understood his business would 
know that he could only judge of the sufficiency of the premiums to cover the 
risks thereafter by undersianding what rates of mortality and interest had previously 
prevailed, under as nearly similar circumstances as possible ; that he would be 
<joite aware that those circumstances migfit change, and that it might be neces- 
sary for him to examine from time to time whether they were changing or not; 
because we know the mortality may vary, or the rate of interest may vary, and he 
can only judge of the future by a careful examination of th^ past. Having deter- 
mined from that which has occurred what most probably will occur in future, he 
should, I think, make out from those particular rates of mortality and interest 
which he has found to obtain previously, the full amount of the prospective 
payments required, and then should reserve a certain per centage on the value 

0.55. z 4 coming 



Digitized by 



Google 



i84 MINUTES OF EVIDENCE TAKEN BEFORE THE 

C JeUicoe, Esfj. Coming out by those rates as a guarantee fund, to provide against extraordinary 

contingencies. 

9 June 1853. 2149. Mr. Mullings.] That is matter of detail in the particular office, is it not? 

— It is important, because the stability of the company depends upon how that 
is done. 

2150. Could you legislate upon that? — No, I think not at all, I believe some 
consider that the Legislature can prescribe what shall be done ; what I want to 
insist upon is, that the Legislature cannot do that, but that all they can do is to 
do the best they can to get persons whose judgment and discretion enable them 
to do the duty properly. 

2151. That would be to prescribe that they should have properly qualified 
actuaries ? — That is what I mean. 

2152. Do you happen to know amongst the offices generally, or in particular 
offices, the tables they use with reference to the rates of mortality ? — The Carlisle 
table is very commonly used. 

2153. Do they not use the Northampton, Carlisle, and London tables con- 
jointly ? — ^The Northan)pton table was very generally used formerly ; I do not 
think it is now. 

2154. There are three, are there not; the Northampton, the Carlisle, and the 
London tables ? — ^There is the rate of London mortality, but it is almost obsolete ; 
it was almost the first in point of date. 

2155. Are you not aware that there are tables of considerable importance, and 
professed value at all events, founded on those three rates of mortality ? — I pre- 
sume the question refers to what we call the experience tables. 

. 2156. I mean Willich's tables, which show the rates of mortality of those three 
tables combined, which I believe are supposed to be the nearest approximation to 
correctness ? — That is very likely ; I believe that work is just published ; I have 
not yet seen it ; it is the work of a very able person, and I have no doubt is quite 
what it ought to be. 

2157. Chairmafj.'} Of course the whole success and safety of every office must 
necessarily depend on the accuracy of the computations which the actuary makes 
as to the risks which they incur, and as to the premiums which are necessary to 
cover those risks r— Quite so. 

2158. The chief elements of such computations are, first of all, the rate of 
mortality, which must be accurately taken ; the amount which it is necessary to 
include in the premiums for the expenses and incidental charges of the office ; and 
next to that the rate of interest at which the premiums accumulated can be 
employed ? — They are the all-important elements. 

2159. Then it is obvious that it is impossible that a person who is either incom-- 
petent from want of experience, or want of sufficient information to know what 
upon the past those various elements have given, as being necessary to cover 
given risks, can form an accurate estimate as to the future ? — Quite impossible. 

2160. In short, the whole science of an actuary is the science which consists 
mainly of accurate observations of the past, accurate knowledge of the value of 
money and the value of securities, and a very careful computation taken from the 
experience of the past, and which is likely to be the experience of the future ? — 
Exactly so. 

2161. And if any grave error is committed in either of those elements, it 
would be sufficient to ruin the office, or, at least, to become a source of very con- 
siderable loss ? — No doubt of it ; it must be so. 

2162. The whole safety of the assured in any one office must entirely depend 
on the accuracy with which the actuary performs his duties in those respects ? — 
Entirely. 

2163. Then it is on those grounds you attach so much importance to the 
actuary being an accomplished and experienced person? — Precisely on those 
grounds ; I could not put it more strongly. 

2164. Therefore, unless you have an able actuary, as the foundation of tlie 
transactions of the office, there is no security for the performance of the obliga- 
tions which such an office incui^ ? — None whatever ; that is precisely my view. 

2165. I express generally your views with regard to the importance of the 
accuracy of those computations as the basis of the calculations of any well-regu- 
lated office ? — Those are entirely my views. 

2 166. It is chiefly on those grounds you recommend so strongly that some 
provision should be made to test the qualifications of so important an officer in an 
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assurance officer ? — Entirely so; lam quite persuaded that otherwise the 'more C J«//fcoe, Esq. 

extensive the company the worse the consequences may be, because dealing in — 

large sums, any mistake of judgment, or indeed any mistake arising from any- 9 June 1853. 
thing else, may have the eflTect of bringing the whole body to a slow death. 

2167. The more varied the description of business, the more important it is 
that you should have a competent actuary ? — Quite so ; that is particularly the 
case, because, as the business is more and more varied, it becomes more and more 
complicated. 

2168. In each case of new rates being proposed by an office, it must become 
a matter of new computation, into which the different elements to which I have 
referred must enter in a greater or less degree, but under different circumstances, 
or with shades of difference in each case ? — Decidedly so. 

2169. Therefore unless the actuary is competent to deal with these different 
principles and elements in the different shapes in which they may be brought 
before him, he is not competent to conduct the business of a large office, under- 
taking a variety of business in life assurance ? — That is exactly what I wish to 
insist upon. 

2170. Mr. Mullings.'] There is a class of business which the actuary is not in 
the habit of transacting, and upon which he could not form any opinion at all, 
viz. mortgages; does not the office trust almost entirely to the solicitor, and the 
character and respectability of the solicitor in reference to them ? — They trust 
often to the solicitor ; but I was following the Chairman's question. I mean to 
say that an actuary who exercises a due management, must have that discretion 
v^rhich would enable him to judge a good deal of the legal position of those mort- 
gages, to make allowance for any delects even of title, for any deterioration and 
other circumstances ; in fact, he ought to be an effective officer ; he ought to be 
a person of great discretion and judgment, as well as considerable knowledge. 

2171. Do you adopt any means ordinarily, periodically or otherwise, of inquiring 
into the nature of the securities, the mortgages, or otherwise, as to the deteriora- 
tion or depreciation which takes place? — That is frequently done ; they are care- 
fully investigated ; many being of a temporary character, provision has to be 
made for the capital when the term ceases. It is the actuary's duty to see that 
nothing should appear in the company's books inconsistent with the facts. 

2172. Suppose you had a mortgage of 40,000/., we will say, or a given sum to 
a large amount, and the interest had been pretty punctually paid every year or 
every half year ior every eight or nine years ; generally speaking, would you not 
trust to that being repaid, or trust to the sufficiency of the security, or do you in 
truth make any other inquiry from time to time with a view of ascertaining from 
any deterioration or otherwise the |)robability of loss.? — Generally speaking, the 
eyes of the manager are on all the securities, to watch any causes of decay. It 
may be necessary, for instance, to observe \vli§iher the tenants on a particular 
estate are keeping up the property ; he exercises all that kind of watching which is 
necessary to guard against loss. 

2173. Has the actuary the custody of or access to all the deeds and securities 
from lime to time? — They are virtually in the hands of the trustees, but the actuary 
has access to them. 

2174. Chairman^ He knows their nature, and has access to them, although 
he has not actually the deeds in his possession ? — He knows their nature, and he 
must constantly have the deeds in his possession. 

2175. Mr. Mullings.] Is it not possible for a security of that kind to be with- 
drawn, and the money received by the actuary, without the directors knowing of 
it, and for it still to be continued in the books of the office ? — Such a thing is 
pretty effectually guarded against. 

2176. If you have the custody of the key, and can open the box, and take out 
one of the deeds of 10,000/., and the party comes and pays the actuary, and re- 
ceives back the deed, can such a thing take place without some control on the 
part of the directors? — I have no* doubt that may sometimes be the case; that 
shows that there must be iiUcgrity as well as ability in the actuary, and that no 
company is sale without it. 

2177. It was with reference to that I put the question just now, whether the 
actuary gives security ?— It is very generally done. 

2178. Chairman.] The duties the solicitor performs tor the office are of a totally 
different kind from those you describe as the duties of an actuary ? — Yes. 
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. No. 

y June 1853. 2i8o. What you would expect from the solicitor would be, not his advice as 

to the propriety of accepting a particular kind of security, or as to the amount to 
which the funds of the society should be distributed on different descriptions of 
securities, but whether the particular securities, title deeds, and so on, are regular 
and safe, and such as the society ought to accept ? — Certainly. 

2181. Then would it not be more strictly legal points than actuarial points? — 
It is so ; but the two blend sometimes in a very curious manner : for instance, 
money may be wanted on the security of an estate, the realisation of which 
depends on the incumbent or life possessor of the estate not leaving issue ; the 
actuary wants to know exactly the risk; viz., what the conditions of that life are, 
and what the contingencies are, and he makes his calculations accordingly, so that 
for that purpose both go hand in hand. 

2182. The computations of the actuary are necessary in that case, the solicitor 
being employed to express an opinion as to the sufficiency of the securities, and 
the amount which ought to be advanced upon them ? — Exactly. 

2183. Mr. MuUings.'] Take the ordinary case; is not this the practice? I want 
to borrow 40,000 /. on real security ; I send to your solicitor the particulars of 
the proposed security. What coarse does he take upon that ? Does he submit to 
your directors for consideration, or does he go on negociaiing for the purpose of 
satisfying himself that it is a valid security before it is submitted to them ? — He 
reports generally as to the validity and sufficiency of it, in his opinion. 

2184. Chairman.'] Would the first step not be for the person who wants to get 
the loan to apply to the directors, who would be regulated by the opinion of the 
actuary or manager ; that is for him to apply in the first place to the directors, as 
to whether they will undertake to make such an advance upon such kind of secu- 
rity ? — Certainly. 

2185. And that question again depends in some measure upon the state of 
their funds, and the particular mode in which those funds might be invested ; 
whether in Government securities or whether in more permanent securities, or in 
more temporary securities? — No doubt it would. 

2186. Then if they thought it advisable to make an advance of 40,000/. on 
land on the proposed mortgage, they would then refer the parly to the solicitor, in 
order that the solicitor mis^ht do his share of the duty, viz., to ascertain the 
regularity of the deeds and to report on the propriety of taking the security ? — 
That is exactly the course that would be adqpted. 

2187. Having first determined on the policy of making the loan itself, and 
then having ascertained from the solicitor that the title is perfect or satisfactory, 
they would then determine to what extent of margin, or what margin they would 
retain upon the reported value of the property in making the advance they w^eie 
asked for ? — That would be exactly the niethod that would be adopted. 

2188. Then the solicitor would be referred to, only for the particular duty he 
had to perform in making up the decision of the company? — Quite so ; whether 
the statements originally put forth were verified. 

2189., Mr- Mullings.] People do make applications in the first instance, do 
they not, to the solicitor, to know whether, through the medium of his office, they 
can obtain such a loan, and the solicitor applies to the directors? — I cannot say 
that that is generally the case ; pamies make applications sometimes through the 
solicitor, more generally to the directors ; and if it is likely to be entertained 
they give the solicitor's name. 

2190. Chaimtan.] When you say their solicitor, you mean the solicitor of the 
party applying for the loan, not the solicitor of the company, unless he happens to 
be the same } — Quite so. 

2191. What is your view with regard to valuing the gross premiums, viz., as 
to the amount which should be deducted from the gross premiums in any com» 
putation that is made of the value of the assets and liabilities of the company at a 
particular time ? — I think it is quite right to take the value of the gross premiums, 
and to deduct from them a proportion for the purpose of forming from that a 
guarantee fund or surplus fund. 

2192. What do you mean by a guarantee or surplus fund; what deduction 
ought you to sliow ? Suppose you were to-day valuing the condition of your own 
office ; suppose the premiums which you charge cover not only the actual arith- 
metical risk which you incur, but also a margin or loading for the purpose of 
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covering accidental losses, and for the purpose of covering the expenses of con- c. Jdlu^e. Ih 

ducting the office ; suppose you put on the strict arithmetical premiums for 

covering the risk, and the risk only, as computed by yourself as actuary, 10 per 9 June 1833 

per cent., or 15 per cent, for the other purposes to which I have referred, would 

you consider yourself justified in considering the actual state of the office at the 

present moment, in putting to your credit the bulk premiums at the higher rate, 

including that margin, or would you make any allowance for future expenditure? 

— I bhould do the last; I think it better to value the whole, and then set aside 

from the value 15 per cent, 

2193. In fact, then, it comes to the same thing, whether you make the deduc- 
tion off the preqaiums individually, whether you compute the fund which you will 
receive, or whether you take them at their gross amount, and deduct from the 
gross amount a sum similar to what you nave deducted from tlie individual 
amount? — Quite so; it is nearly an equivalent; but I think the first is not so 
safe. The two modes laid down are exactly equivalent, but I do not believe that 
it is a wise or discreet plan to neglect that margin — not to value it. 

2194. But it comes to the same thing in the end, provided it be done accu- 
rately ?— Only that this may arise; at the first starting of an office there may be 
that 1 5 per cent, added ; at that moment it is immaterial w hether you neglect it 
or not, because you have assumed that the remainder of the premium is sufficient 
for the risk ; let us suppose that after a given time you investigate the rates of 
mortality and interest, and you discover that they are not the rates of mortality 
and interest which you supposed would occur, but are such as would require a 
larger amount than before ; then it might happen that an office with 100,000 /. of 
income from premiums, starting on the computation that 80,000 /. of it would be 
sufficient for the risk^ and 20,000 /. for expenses might, on investigation, discover 
that that was not so, but that 90,000/. must be set aside, leaving only 10,000 1. for 
surplus expenses. Then, unless you always make a practice of setting aside the 
same quantum, it may be lost sight of that the 20,000 /. surplus is reduced to 
10,000/. surplus. 

2195. That would only prove that you had lost 10,000 /. in money, by having 
made an inaccurate computation in the first instance, and show the necessity ot 
raising the premiums ; because if 20 per cent, would have been necessary in the 
first instance to cover the expenses and contingencies, and you found that instead 
of having 20 per cent, for that purpose you had only 15 per cent., would not it 
imply the necessity of raising the premiums?— No doubt it would j but as you 
could not raise the premiums, all you could do would be to make the same reserve 
as you would if the surplus had been 20,000 /. 

2196. You could not raise the premiums of the past policies, and then fore as 
to so much it would be an unprofitable business, but it would be your duly to 
raise the premiums of the future policies?— No doubt, as far as you could do so. 

2197. So far as you could not do so, you would be continuing to do an unprofit- 
able business?— You would be obliged to reduce the returns of surplus; I am 
supposing a bonus office. 

2198. But if you only set aside a margin sufficient for expenses and contin- 
gencies, leaving bonuses to be paid out of the profits, you may make out your com- 
putations, but you would have no profit at all if you discovered the margin was 
only 10 per cent, instead of 20 per cent., and therefore you would have no fund 
which you could reduce, it would be clear loss to the office? — You must slop 
giving anything, you could not give away anything. 

2199. I am supposing that the margin is not for the purpose of making bonuses, 
but lor the purpose of paying the necessary expenses of ttie business ; would not 
that show that in fact you were doing an unprofitable business ? — Quite so. 

22CO. If you were doing an unprofitable business, the only course you would 
have would be either to stop the tu^iness> and sell it to another office, or not to *:o 
on with a losing business, or to take some means of raising the premiums in order 
to put it on a secure fooling, otherwise it must ultimately come to insolvency? — 
Certainly, that is quite just; 1 go upon this principle, that the rates of mortality 
and interest are subject 10 vary, wiiich is the same thing as saying that the pre- 
mium for the risk is subject to vary. The premium for the risk depends on the 
rates of mortality and inierest, \iht'n you assume the one you assume the other; 
they are fluctuating, and uiust ever be fluctuating within certain limits. They 
must be a^sunled in the first instance in calculating the premium, and some maroii) 
put upon that to guard against fluctuations. You cannot tell but that alter a given 
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C. Jeilicoe, Esq. time the fluctuations may be such as greatly to encroach upon the margin ; there- 

fore it appears to me that the most discreet and sensible mode is to value the 

y June 1853. ^hole, and always reserve the same proportion of the whole as a margin. 

2201. Then your only object would be to put your accounts in such a shape, 
that if the margin itself were to disappear, it would be at once discovered by there 
being too small an amount to cover the risk? — Yes, that is quite true, 

2202. You would say there is a certain margin we require for expenses, 
which sum is absolutely necessary ; it is an absolute charge in the first instance, 
therefore our first duty is to put aside that margin, and not reckon it as an asset? 
— Yes. 

2203. But then we have not sufficient assets to cover our risk independent of 
that ; we have therefore so much loss ? — Yes. 

2204. Then you do not differ in point of principle, but you differ in the mode 
of applying that principle? — Yes. 

2205. Then you think your mode of stating the accounts would more accu- 
rately show whether the assets of the company, without charging the margin as an 
absolute charge, were sufficient for the risk which the company incurred? — 
Exactly so ; it is a contrivance to preserve the same margin nearly, whatever the 
fluctuation in the risk premiums may be. 

2206. But you do not think that in any way the company has a right to take 
credit for the gross premiums without making any deduction either from the 
premiums or from the gross amount of its apparent assets for future expenses or 
contingencies? — No, nothing could be more fallacious than that. 

2207. Do you believe it possible for a company to be without apparent assets 
altogether, and yet to be solvent on its future computations? — Yes, I do. 

2208. Do you believe it possible for a company to have no assets, and to have 
future risks, and yet be solvent? — Yes. We may suppose this case, that 300 
persons all joined together and assured their lives to-day; they would have no 
assets ; indeed they would just have the first year's premiums. We may suppose 
the first year's premiums spent for the preliminary expenses. 

2209. The question would not apply to a company immediately starting without 
a capital, because it is quite clear that a capital is not absolutely necessary for the 
purpose of an assurance office, the aggregated premiums themselves ought to be 
sufficient in every well-regulated office, where the computations are correct, to 
cover all the risks. I wish to refer to a company which has been some years in 
existence, and which has no assets ? — It would be in a very unpleasant position. 

2210. Do you believe it is possible for a company to be in that state alter five 
or six years* existence, and that there is any possible position in which its future 
prospects could be which could render it anything but hopelessly insolvent ?— I 
could hardly look upon it as otherwise than insolvent. 

2211. Then when you expressed an opinion that it was possible for a company 
to have no assets, and yet not to be insolvent, you simply meant at its first start- 
ing, before any material amount of premiums had been paid, and when the pre- 
liminary expenses were necessarily considerable? — Just so ; the difficulty at the 
present moment, and the great difficulty upon this question is, that you cannot 
measure the difficulty of increasing the number; formerly the number of assurers 
ag«»regated rapicjly, now it is a very slow process, and a very expensive process, 

2212. Therefore now it is a very much more difficult thing for the new com- 
panies to get a paying business, inasmuch as not only is there great competition 
for the policies which are entered upon, but there is also a much greater expense 
in obtaining business than there was at any former period? — That is exactly the 
case. 

2213. If the recent practice of the rapid creation of new offices were to con- 
tinue for the next 10 years without taking any guarantee in the way of paid-up 
capital, that difficulty and that evil would continue every year to increase ? — 
Certainly. 

2214. Until, perhaps, itmiglit affiect the position, not only of new offices, but also 
of existing oflices, by distributing the existing business over so large a surface, 
while the expenditure in every case is being increased rather than diminished, till 
eventually the amount of business is insufficient to cover the current expenses of 
the various offices? — That is quite the case ; it is injurious to all ; it increases the 
expenses of all, and of course the surplus of all is diminished. 
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MEMBERS PRESENT. 



Mr. Wilson. 
Mr. Hamilton. 
Mr. Chambers. 



Mr. Cowan. 
Mr. Mullingg. 
Mr. Sotheron. 



JAMES WILSON, Esq., in the Chair. 



Francis G. P. NeisoUf Esq. called in ; and Examined. 

22 15. Chairman.'] YOU are an Actuary r — Yes. 

2216. What offices do you represent? — I represent the Medical and Invalid F. G. P. NeUon^ 
Life Office, and a few others. ^*^' 

2217. One of those offices I think is for the express purpose of assuring diseased 

lives?— Yes. 13 June 1853. 

2218. That is, lives that would be rejected by other offices in their usual course 
of business? — Yes, or lives that were rejected some years ago ; most offices now 
take lives that are tainted, to some extent. 

2219. But on distinct and separate rates of premium? — As I understand, on 
arbitrary or not fixed rates of premium ; we do not follow that course; we profess 
to have acquired an amount of data which enables us to reduce this branch of 
assurance to something like a system. 

2220. That is in the Medical and Invalid Office ? — Yes. 

2221. Have you at all observed the working of the Act of 1844, requiring the 
registration of assurance offices? — I have paid some attention to it. 

2222. Is the opieration of the Act in your estimation satisfactory? — No, I 
think not. 

2223. Will you state in what particulars you think it defective? — I think all 
Acts would be defective, or rather necessarily injurious, that would impose a 
supervision over life offices, or any interference with their practical management. 

2224. Then by that do you mean to say that you are averse to any interference 
on the part of the State with life offices, and the principles on which they do 
their business ? — ^Yes, most decidedly. 

2225. Do you recognise no difference between the circumstances under which 
Xife Offices exercise the trade, if I may so call it, of life assurance, and banking, 
or any other trade, the result of which can be seen and known at any moment; 
whereas the results of life assurance are contingent on a great number of events, 
and at very distapt and remote periods? — ^With respect to supervision, I do not 
think the experience of joint stock banks is at all applicable to tlie subject of life 
assurance ; but even with regard to joint stock banks^ my opinion would be 
against any Government interference. It is a ** vexed question," I know, but still 
I should decidedly hold that opinion with regard to banks also. 

2226. I did not quote the case of joint stock banks as affording a reason why 
the same supervision should extend to assurance offices, that applied to joint 
stock banks^ but I refer to it rather as a case in which there was not so much 
grounds for interference, inasmuch as the transactions of a bank may be concluded, 
and the result may be determined at any moment, whereas the result of the 
transactions between the public and assurance offices are necessarily contingent 
on very remote events ? — For those very precise reasons, I should say, if there 
were need for interference in dther case, there is the less need for interfering with 
the affairs of life assurance associations. I think the history of the institutions 
themselves establishes the correctness of this opinion. 

2227. Do you think that the public have so great a control over their own 
interests and the stake which they have in a life assurance office, as over the 
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K G P. >'€uony Stake they have in a bank at any particular moment? — Yes, I think they have 

^'^' greater security. 

2228. I was not speaking of security, I was speaking of control ? — The word 

13 June 1S53. control is susceptible of a great many meanings in its application. 

2229. I will explain what I mean ; a person who has a deposit account with the 
bank or other transactions, has it at his option to close the account at any moment 
when he may become alarmed as to the condition of the bank ; with regard to 
an assurance oflSce, a party may pay premiums for a great number of years, and 
an abandonment of his interest must necessarily be made at a very great sacrifice, 
or if he does not abandon it, he has no other alternative but to go on paying 
premiums till a very remote contingency ; now do you think that in the latter 
case, the public have the same option, and the same free control over their own 
interests, as to whether they are to continue to transact business with that assu- 
rance office, as they have as to whether they will continue to transact business 
with the bank ? — Necessarily in the case of a bank, a person keeping an account 
there can close it more expeditiously than from the very nature of such things he 
can close his transactions with a life assurance office; but whatever we think of 
that question, I believe that, generally, as life offices are now constituted, on 
closing such an account there would not be tlic great sacrifice which the question 
appears to assume. 

2230. If a man has an account with a bank which is still going on and paying, 
although it may be suspected by some of its customers, he has it in his power to 
withdraw the whole of his deposits and risk with that bank in a moment ; but 
with regard to an assurance office, suppose a man has paid 10 years' premiums, 
amounting to 2,000/. or 3,000/., I presume I am not far wide of the mark, if I 
say he must sacrifice nearly two-thirds of that amount of premiums in order to 
realise, if I may use the term, the interest which he has in that assurance at the 
moment ? — His interest would not be the full amount of the 10 years' premiums ; 
his interest would be a very trifling sum compared with that ; he has already in 
the course of the 10 years received a certain equivalent for a portion of his money, 
but a portion of that money is fairly and equitably his, and as offices usually deal^ 
he would receive a fair proportion of that sum ; the office would not give the full 
value as a rule, but they give what in practice is thought to be a fair, and, 1 
believe, a judicious amount, and such an amount that generally the policy holder 
would have no reason to complain. 

2231. Suppose a man is in this position : he has assured his life for 1 0,000 /« 
in an office, and has gone on for 10 years paying his premiums, and having paid 
2,poo l. or 3,000 /. in premiums, circumstances arise which make him dissatisfied 
with the condition of the office, and induce him at any h&zard to discontinue to 
pay his premiums, and therefore to make the best bargain he can with the oflice 
for purchasing his interest; then, having received a sum of money to relinquish 
his future claim, suppose he still wishes to C(mtinue to have bis life assured for 
10,000 /., and he must necessarily go to another office to effect that, he being 10 
years older than he was when he first commenced l)is assurance, would not it be 
a very serious loss to him for the remainder of the period that he must continue 
to pay his premiums? — No, as a ruLe it would not; generally the sum which he 
received for the surrender of his policy in the office in which he originally was 
assured, would be sufficient to compensate for tlie diffi»rence of premiums at the 
increase of age on his second assurance ; the drawback would be this, and that is 
necessarily inherent in the case, that it might happen that a person so dissatisfied 
with the office and leaving it, might not then be in a state of health to be received 
into another office ; but that is a thing that is naturally inherent in life assurance ; 
it does not arise from any want of security in the institutions. 

2232. Then it is jour opinion that if a persoii in good health wished to with- 
draw from an existing office in which he had his life assured, and to transfer it to 
another office, the sum which he would receive for the purchase of the risk would 
be equivalent to the diflPerence of premiums which he had to pay in the new office 
to which he went at that advanced age? — Yes; I speak now of the practical 
rule, as hitherto very generally acted on, and I believe the tendency is to get 
more liberal in that respect ; I believe that offices recently established, and also 
many old offices, would give such a sum for the surrender of a policy, and I speak 
of what I have known to be done. In fact, offices have made liheral use of that 
feature as an advertisement, in order to outbid their more fastidious neighbour.-^. 

2233. According 
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2233. According to the ordinary practice, what is the rule for determining the -F. G. P. Neiwn^ 
value of a policy that is wished to be surrendered in ihat way? — It is very technical ; ^^'q- 

but the practical result, I think would be, that a little mure than one-third of the 

premiums paid would be ^iven for the surrender of the policy ; there are cases in *^ •^""® *^'^3* 
which much more would t>e given. At extreme ages, very young and very old, 
this rule would not apply; although the theoretical principles are the same in all 
cases, and generally policies of long duration have acquired a greater value. 

2234. Take a person at the age of 50, a period of life when one might suppose 
that a change of that kind would be likely to be made, and that he had paid 
premiums for 14 or 15 years, suppose he had commenced to assure his life at the 
age of 35, and that he had gone on till 50, and then he had become dissatisfied 
with the office and wished to change it, what, under those circumstances according 
to the practice, would be the mode of computing the value of the policy? — The 
actuary, or the advisers of the company who exercise those functions, would deter* 
mine the value. A mere arbitrary rule, I think in general, is not acted upon. In all 
probability he would determine what was the fair value of the policy, in the same 
manner as if he were to determine the value of the reserve for the purpose of the 
office itself, and then some arbitrary deduction from that net value would be 
made, and the residue given to the holder of the policy. 

2235. 1 suppose it would not be involved in the rule, but in the practice of the 
office, something would depend upon the state of health of the party. If the 

actuary saw that the party was in a bad state of health, he would be very glad to ; . , 

get rid of his liability on better terms? — Ves, but such parties would very rarely # 

seek to surrender, unless pecuniary circumstances compelled them. 

2236. Suppose a person becomes so dissatisfied with an office that the premiums 
he pays seem actually lost. I am not supposing a person surrendering to a good 
office ? — 1 think there is, upon the whole, pretty fair dealing in that respect, and 
altogether it seems to me that the risks incurred by the party do not at all come 
under anything which affects the stability, or the opinion entertained by tl>e 
public of the stability of the office, and I do not see how any Government super- 
vision could better that slate of things ; I should fear that it would rather tend the 
other way. 

2237. It is always to be supposed that Government supervision, if it is to be 
exercised at all, is to have a beneficial effect in checking improvident speculation, 
and that offices are likely to be carried on with more caution and on sounder 
principles with that supervision than without it : assuming that to be the case, 
uould not the necessary consequence be that less distrust would arise in the minds 
of assurers to induce them to adopt the course I have referred to, and so to make 
a trifling sacrifice? — If the Government supervision could be shown to have that 
tendency, then I would admit it might be beneficial ; but that is a point upon 
which I should at once take issue. I think it would be difficult to show that there 
has been, or that there is capable of being, any such supervision calculated to 
have that effect. Granting the premises, there is no doubt of it ; it is the natural 
sequence. 

2238. Can you suggest any method by which Vhe Government could arrive at 
a more satisfactory means of supervision than that now in use ? — I am very clearly 
of opinion, after giving a vast deal of attention to this question, and prior altogether 
to the institution of the present inquiry, tliat the best thing that conid be done 
for the interests of the institutions would be to cancel the recent Act of Parliament, 
in so far at all events as it affects assurance offices, 

2239. You mean the Act of 1844? — Yes; I am perfectly satisfied that these 
institutions are of such a nature, and their history shows it; that people will manage 
their own afi'airs better in connection with theuj, if they are left to themselves. 

2240. And thereby leave the institutions without any interference whatever? — 
Without any interference whatever. 

2241. Would it be possible, in vour opinion, for a company to go on doing a 
biid business on a very unsound basis, for a great many years, gradually losing its 
property and becoming insolvent, and still be able by means of receipts from new 
business to veil its insolvency from the world for a great many years? — If an 
institution were conducted by designing and dishonest men, or men without due 
intelligence to manage its affairs, that would be quite possil)lo; but otherwise it 
uould not be possible. If there were a fair amount of intelligence and integrity 
on the part of the conductors of the office, I do not think it would be possible. 
It there weie a systematic series of losses going on, I do not think that intelligent 
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F, G. F. Neison, and honest men would continue and persevere for many years so as to bring about 
Esq. any public calamity or disaster to those that were dealing with them. Again; 

ap to the effect of introducing new assurances, it is, on the face of it, evident that 
13 June 1853, |.^g introduction of new assurances would not help bad business which might have 
befallen the company with regard to its prior assurances, because the new assurances 
would bring with them new liabilities. They might increase the money in the 
coffers, but the company might be no better off. 

2242. But would the premiums not enable the company to go on and pay all 
its oflBcers and other expenses, and even for a certain period pay its contingent 
losses, while at the same time those who were paying the new premiums would 
not have the sUghtest chance of being paid their claims when they became due ? — 
If they were dislionest men, no doubt that would take place, as in other institutions ;. 
but the wonderful anomaly, as it appears to me, connected with life assurance 
transactions is, that there has been so little of that. 

2243. Are you quite satisfied, after the great multiplication of offices of late 
years, that a sufficient period has elapsed to try that question? — Not with recently 
established offices, but with a very large number of offices transacting a vast 
amount of business there has been a sufficient period. 

2244. Is there not a peculiar facility with reference to life offices, which is 
possessed by no other description of trade in the country, for carrying on a bad 
business for a great number of years without its becoming evident? I am speak- 
ing now of dishonest men ; I am not supposing honest men, because we do not 
make laws for honest, able, and prudent men. Is there not with regard to life 
assurance business, an extraordinary facility afforded for designing and dishonest 
men carrying on the business for a great number of years, receiving premiums to 
a large amount with an impossibility of the real result and character of. that 

' business being known for a long period to come ? — 1 think not ; there is less 
opportunity in an institution of that kind for doing so than in anything else 
which I think it is possible to suggest ; and if any one will but for a few moments 
reflect upon how such an institution must be originated, how it must be con- 
ducted, tiie number of persons connected with it, with every diversity in their 
tastes, habits, and condition of life, and the unity and determination with which 
they must act together for fraudulent purposes, I think one can scarcely have a 
moral conviction that it is possible to carry it to anything like an extent which 
would call upon the State to take cognisance of it. Every life assurance office would 
have paid officers; usually they have from 10 to 12 directors, frequently more; 
all these persons ought to be cognisant of its affairs, or at least, a considerable 
portion of them ; some will pay more attention than others. As deeds are con- 
stituted, they must make an investigation, at frequent intervals, into their affairs, 
and that investigation must either be a Aow^^rfe one, or a fraudulent one ; now 
there must be such a variety of persons all concerned in perpetrating that fraud, that 
it is scarcely possible to imagine thai it could be perpetrated and remain concealed 
for any length of time ; the history of these institutions shows that that must be so. 

2245. Is it not the fact thatjn getting up institutions of this kind, very often 
almost the whole responsibility rests in a single person, who starts the office, who 
proclaims himself as the actuary and manager, and induces a great number of 
gentlemen to become directors, who contribute no capital, who involve themselves 
in no responsibility, who may be, and wlio frequently are, totally unacquainted 
with the nature and character of assurance offices, who have never before been 
connected with anything of the kind, and who join it exclusively at the solici-- 
taliou of the single person who gets it up; and is jt not very likely that such 
persons, without all joining in originating a fraud, may yet be so misled by the 
representations and calculations of that single person who is supposed by them to- 
possess all the requisite knowledge for the business, that the whole fraud, in 
the first place, might originate in his own mind, and that for many years he 
might indeed be the only person cognisant of it? — So far from that objection 
being fairly applicable in the bulk of casejj, it is almost a proverb that the unfor- 
tunate projector of an assurance company is immediately turned out of it. 

2246. Still, although that may be a proverb, and may be true to some extent, 
as we have heard it stated here that the same person has projected eight or tea 
companies, one after the other, is it not clear that circumstances may arise, and 
very easily arise, in which that state of things to which I have referred may exist ? — 
I can imagine that it is possible that such a state of things may arise under certain 

circumstances ; . 
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circumstances ; but, so far as my knowledge is concerned of who are or have been F G.P N 
the projectors of such offices, I think it generally would be exceedingly difficult. ' Esq. ^'^' 

Tliey are seldom men who have already acquired a position in connexion with ^ 

life assurance, and who are so thoroughly familiar with ihe practical details as to 13 June 1853. 
inspire a confidence in the board of directors sufficient to enable them to carry 
everything their own way- If the projector were paramount at the board, and every- 
thing were, in fact, left to himself, «uch a thing would be very possible. Although 
I have known one or two instances in which the projector has had great influence 
and power, it is quite the exception. 

2247. There must be some one, either in the shape of manager or actuary, or 
secretary, who must necessarily exercise a very great influence, almost a paramount 
influence, over the board of directors, who do not pretend themselves to under- 
stand the scientific and technical principles of the business? — So far as mere 
financial matters are concerned, there is no doubt that frauds might, under the 
supposed but almost unprecedented circumstances, take place there as elsewhere ; 
but in giving my general opinion, I think the defect, if anywhere, in the manage- 
ment of the institutions, is the too great interference of the board. 

2248. I am not speaking now of what the practice with regard to offices in 
existence has been, or indeed what would be the practice in all cases ; I am only 
calling your attention to the obvious evils which the system naturally, from the 
very nature of the business, is exposed to ?— I think not naturally exposed to; 
I think, if you look to the history of the diffi?rent institutions, there is very little 
opportunity indeed for it. It is not known in practice that there has been an 
extensive amount of the evils which you allude to. As a rule, institutions begin 
rather crippled in their financial condition ; consequently their financial affairs 
are easily looked over, and there could be nothing like defalcation to anything 
like a serious extent in a young institution, without its being almost immediately 
detected. If we consider the various parties who must conspire, viz., the clerks 
who have the control of the books, who are not always in the confidence of the 
manager, frequently jealous of him, it would require all these parties, as well as 
some of the directors, who sign checks and correspond with the bankers, to con- 
spire in a fraud of that kind ; I think it is a most unlikely thing, particularly in 
young institutions, to happen. 

2249. Suppose a new office beginning, possesserl of a great deal of energy, and 
great determination on the part of the manager to obtain business, being utterly 
unscrupulous and heedless as to what means he took to acquire business, and 
what cost he incurred in appointing agents and travellers all over the country in 
obtaining a large business, and that he succeeds in getting together suddenly a 
very large amount of business, does not a great deal depend on the view which 
the directors take of that business, as to the account which at the end of each 
year or so he may lay before them of the business which he has obtained, and the 
progress of the society ; and may not diffisrent modes of calculating the assets of 
the company prospectively show very material differences, which the directors by 
themselves would not pretend to understand, or to go minutely into his calcula- 
tions ? — Assuming he did all that, viz., made those misrepresentations, and 
showed false prospective assets connected with those misrepresentations, I do not 
see how any exaggeration of that kind could at all give him a facility in being 
fraudulent with the assurance funds ; because, assuming that in the first year he 
had done a great and unprecedented amount of business for a young institution, 
the amount of moneys coming into his possession might be still exceedingly small. 

2250. I do not confine my observations to frauds in the mere abstraction of 
the assets of the company, but I allude to fraudulent conduct of the office, the 
consequence of which would be, that the office was going on on a basis which 
was not secure ; that the salaries of all persons connected with it were duly paid, 
and at that time, as far as the directors were concerned, it might be a flourishing 
office, while the expenses were far more than commensurate with the profits of 
the oflSce, and while the prospective risks of the office must necessarily lead, 
according to the premiums charged for the risks, to ultimate insolvency ; I allu- 
ded rather to an office being on such a basis, either from wilful miscalculations or 
miscalculations from error of judgment, that there may be sums received, or to 
be received from the public, and that those sums of money may be swamped by 
excessive expenditure, and by early contingent losses ; may not such an office 

•go on for a ffreat number of years without the real state of the office being 

delected? — ^Very strong-minded men, with great determination to act in that 
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i*. G. p. Niitom, way, might possibly, under a particular combination of gentlemen as directors, 
^^ have an opportunity of doing tliat for some time ; but in this, as in other matters 

<tf enterprise, trade, and so forth, assuming there to be no Government supervision 
13 June 1853, ^if there were a Government supervision, I do not see how it could possibly pre- 
vent such a state of things connected with affairs of that kind), there is so much 
jealousy between rival institutions, that it would be sure to be found out, and 
damaging statements would appear respecting the institution, which would lead 
people to examine further. 

2251. How could such statements appear, unless in some form or other tbey 
were brought before the public ? — Referring back to the period antecedent to the 
passing of the Act of 1844, these things were generally known, and as well known 
as they are at the present time with the aid of the Act It is not difficult for 
any one to acquire that knowledge. The affairs of these offices must be laid before 
a meeting of the shareholders, and there are always some shareholders in an insti- 
tution of that kind, which may number from 50 to 500 shareholders, who are 
willing to attend, and, if possible, find fault with and disparage the proceedings of 
even the most prudently conducted companies. 

2252. Then you vrould rely 00 the shareholders controlling those persons who 
were entrusted with their property ? — If the shareholders did not do it, I am sure 
the Government never would succeed. 

2253. Take shareholders in the country, who were obtained by respectable 
tradesmen, booksellers, wine merchants, and others who had received appointments 
as agents ; do you think they would not much rather rely on the character of the 
ag^nt than on any knowledge they might have or be able to obtain of the con- 
dition of the company ? — It is the case in life offices, to a certain extent, no doubt, 
as in every other kind of undertaking ; but still such shareholders do interfere. It is 
notorious, in connexion witli some of the oldest, wealthiest, and longest established 
institutions, that people come from the remotest parts of England to take an active 
and most resolute part in the proceedings. Their deeds provide an investigatiou 
of the affairs of the old institutions, and also of young institutions, and I have 
known investigations which are notorious to every one under circumstances which 
have excited some alarm, or under circumstances of great importance. 

2254. As you see no benefit to be obtained by Government interference, do 
you see any harm that could arise from the publication, not of a debtor and 
creditor account, but of some such general facts, for example, as these, viz., a 
statement of the tables of mortality tbey use, tlie rate of interest at which they 
compute their premiums, the amount of assets in hand, and the mode in which 
those assets are invested ; I do not m^an individual investooents, but how much ki 
Government securities, how mudi on nK>rtgage, and bow much in other ways ; 
some such general features aa those, which would enable any intelligent actuary 
at once to judge, or the public at large, by consulting an actuary, to judge of the 
safety at any time of different offices ; do you see any harm tliat could arise from 
that ? — No, I see no harm, if the parties themselves think fit to do so ; it should 
rest entirely with the parties themselves. 

2255. Suppose the Government think there is something peculiai- about this 
particular business, different from all others; that they think the public are 
ei^tled to have some greater knowledge before they enter into a risk contingent 
on events that may happen 30 years hence, and suppose the Government and 
Parliament were of opinion that some greater clieck is necessary, do you see any 
barm in requiring the offices to do that? — I see great harm in the Government 
doing anything to require it. If the Government will reflect on its proceedings 
for the last 30 years in connexion with kindred institutions, viz., friendly societies, 
it will soon discover that any interference on their part in such a way would have 
quite an opposite tendency to that the question supposes. If it were necessary to 
constrain public companies to attend to their own affairs, ai>d to inform theukjelves 
rightly as to their real position, as it was felt to be necessary in relation to friendly 
societies, there might be, under those circumstances, a plea for the interference 
of the Government. It has been tried in the case of friendly societies, and it has 
not produced the desired effect ; I was myself in favour of it, having at one time 
more limited views, as I unagine, of the effect of the exercise of the funclioiii of 
Government in that way; I urged strongly and very earnestly for about 10 yeai-s 
some Government interference. As a test, I suggested in the Act of Parliament 
in relation to friendly societies, a very stringent clause, which first implied* 
Government interference; but although the necessity for that existed (and the 

Government 
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Government has not since succeeded in improving the constitution of the societies ^- G. P. Nehon, 
in that respect), most undoubtedly it does not exist with reference to life associa- ^^ 

tions and some other analogous institutions, the more especially because invariably 

life associations must under their deeds meet at definite periods, when a thorough *^ ^^^^ ^^^^' 
investigation must take place into their affairs, and I believe those investigations 
are fairly carried out; the results of such investigations are submitted to the 
shareholders or policy-holders, and are generally known. As may be imagined, 
there are differences of opinion ; men have different ideas on most subjects, but 
taking their deeds, I think the provisions, in the majority of cases, are such as 
seem fairly calculated to prevent any disaster to the institutions themselves, or 
any loss on the part of the public. 

2256. Do you think it essential for the interests of the office and the interests 
of the assured, that such investigations shall take place and be made public ? — 
By the institutions, without doubt. 

2257. Suppose the institutions did not think fit to do so ? — Generally, I think 
they would think fit; hitherto they have thought fit to make those investigations. 

2258. Then we may take it, from the fact that they do think fit, that they think 
it essential to their interests that it should be so? — Yes. 

2259. Then if that be so, do you see any objection to having those statements 
all arranged in a business-like manner, in some public office, to which people who 
are interested in the different offices may refer with facility ? — If it could be 
shown that any public purpose, or any good purpose affecting even a considerable 
section of the community, virould be served by it, I should have no objection to 
its being done, but I think it would be quite otherwise. It would seem to me as 
reasonable to a^k all the tradesmen on one side of Regent-street to file their 
accounts in a public office, and to allow those on the other side of the street to 
examine them, and by false and strained constructions say, "We have no connexion 
with the people on the opposite side of the way, because the accounts filed by 
them show their affairs to be so bad.** That is the kind of use which some of the 
life institutions themselves have made, and would still continue to make, of such a 
thing. 

2260. If the accounts were in an intdligiWe form, they would speak for them- 
selves as to the condition of the office ? — Yes. 

2261. On the other hand, it may be very inconvenient that accounts should be 
published in every description of form, tinintc!!tgible either to actuaries or the 
public at large, which exposes them to great discus^on and great differences of 
opinion ; but suppose they are in such a fiorm, and the fecte pubRshed arc of such 
a nature that there can be no difference of opinion as to the use to be vmde of 
them, that inconvenience to which you refer would not ariae ? — I do not consider 
that the accounts have ever been made in anv tmitrteHiglble form by m considerable 
number of institutions; they have been said to be so by catein parties, but they 
are only said to be tinintelli^ble because certain parties take different ttcws. I inay 
mention that the account published by one institution, which I have heard the most 
strongly objected to, is an accoant actuafly put forth as a model form bf a public 
accountant of high reputation. These are ttie natural differences of opinion which 
different men, thinkmg on the same subject, will arrive at. Different actuaries 
have diflfercnt modes of doing the same thing ; one actuary Urinks this form of 
mceonnt the better; another prefers that. It arises from that difference of opinion 
which will ever exist in such matters ; and to attempt to constrain every office to 
make out its accounts in any particuter form would undoubtedly be productive of 
injury. 

226s. Then you diffinr in opinion from most of the witnesses who have been exa- 
mined before this Committee, who entertain the view that the accounts are iK>t pub- 
lished generally in an intelligible form ; you think, on the contrary, that they are 
published in a perfectly intelligible form ?— I think, if the inquiry were foltowed np,^ 
it vvouW be found that the ol^eclions apply most to institutions upon the threshold 
of btrsiness, in which there Ims been very little occasion for an account, and such 
accounts are freqtiently got up in haste, and perhaps before consulting parties of 
more experience ; and conseqwently, though tl>e accounts have been honest 
enough, and sufficient to satisfy the minds of those more immediately concerned, 
being got up ftyr the purpose of bdng submitted to Government supervision, as 
they imagined, the accounts may actually liave been put into a form in which 
tbe'y would never have dreamt of submitting them to the members of the insti 
tution itself; because it is patent to every one that there are parties who have, 
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F. G. P. Ncisany for the last few years, been lynx-eyed in searching out any kind of seeming irre- 

^* gularity in these accounts, and making the most of it, to the prejudice of the 

J J. institution. 
23 June i»53. ^^g^ g^^ j^ ^^^ ^j^.^^j^ ^j^^^ j^ .^ ^^ ^H ^ g^ ^j^j^^ ^^^ ^^ ^^^^ ^^ ^^^ ^^ ^^^ ^p 

an account in such a method, without consulting the proper persons they ought to 
consult, and to place before the public, in a public office, under an Act of Par- 
liament, an account which they are conscious is unintelligible ; do you think that 
any supposed haste or any indisposition to consult proper persons would be an 
excuse for delivering an account of that kind ? — No, I cannot approve of that ; 
but it is the natural consequence to be expected from any Government interference. 
The Committee will observe, I do not say that I know such a thing has been 
done ; I was saying, from the complexion of such things, it is quite possible that 
such may have been the case. 

2264. Do you think that the reluctance to furnish clear and explicit accounts 
has arisen from the feeling, that these particular offices which furnished the 
accounts were compared disadvantageously with other offices that were in exist- 
ence before, and were not called upon to furnish accounts, and that if there were 
one law for all in future, it would not be felt so strongly ? — There is no difference 
of opinion upon that; the feeling is universal as to the improper distinction 
between old and new offices. 

2265. You think it would have the effect of doing away with that jealousy 
which appears to exist so strongly upon this subject, if all the existing laws were 
repealed, and one common law were enacted applicable' to all offices alike? — 
I think that would have the effect of making the difficulty greater ; institutions 
were established prior to the passing of the Act, were formed, and flourished, 
and produced great national benefits ; and at the passing of that Act there was no 
great disquietude prevailing, showing the necessity for any Act at all for assurance 
institutions; then let the institutions go on from henceforth as they did prior to 
that time, and you will find that the good sense of the people of the country, and 
the ramified nature which the business is now assuming in the country, will ensure 
the good management which existed prior to the passing of the Act. 

2266. That is not exactly the question ; my question had reference to the 
apparent jealousy which exists between those offices which are by Act of Parlia* 
ment required to register their accounts, and those which, having been in exist- 
ence before the Act of Parliament, are not required to register their accounts, 
and I think I understood you to say that that jealousy does exist, in a degree, 
from one office being required to furnish accounts and another being excused ? 
— A good deal of the jealousy that now exists would be removed, but it would 
be a very awkward way to remove it ; the other would be the way to remove it. 

2267. Suppose the Government or Parliament should have its own view as to 
the mode of removing it, still you admit it would be requisite to deal with that ? — 
Yes, no doubt ; but still there would be the invidious distinction of damaging and 

. ill-natured comparisons of the accounts of old offices with large funds and those 
of young offices with very Kttle funds, although quite solvent. 

2268. You have referred to these accounts; we have bad many opinions 
expressed in this Committee with regard to the character of those accounts, as well 
as with regard to the contents of those accounts ; as you appear to have looked at 
them narrowly, I should like to have your view how far those accounts would be 
satisfactory to your, own mind if you were a person assured in an office ; placing 
yourself in the position of an assured person, with all the knowledge and intel- 
ligence you have with regard to this subject, are those accounts of such a nature 
as would make you feel quite comfortable to go on paying your premiums ; I put 
the question, not invidiously with regard to any company or class of companies, 
but because we have had different opinions expressed with reference to this sub- 
ject, and I am desirous of affording you an opportunity of expressing yours ? — Had 
you not connected with the question the special knowledge which I possess of the 
institutions themselves, then the effect which the publication of these accounts has 
had on my mind would be a very painful one indeed. I feel strongly that the 
necessity for the many commentaries made upon them did not exist at all, and 
particularly in the shape in which they have been made. There will always be 
something to find fault with. I am not sanguine enough to expect that so great a 
number of life assurance institutions can be formed, and that they will all be pure 
in their management, and be perfect models of skill and integrity, so as not to find 
at all times some one or two institutions to which I should give the preference ; but 
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the wonder in my mind is, that I know of nothing else which, as a whole, is so F. G. P. Nasou^ 
well and so skilfully managed. ^^• 

2269. You have answered the question negatively, I should rather like to have i« June iBs*?. 
it answered positively ; you say there are some to which you should not give the 
preference; but my question was, whether there were not many with which, if you 

were an assured person, with the intelligence you could bring to bear on their 
accounts, you would not like to continue to transact business with, and pay pre- 
miums to ? — Speaking always with reference to the accounts (there is a special 
knowledge beyond the accounts, not appearing in the books of the institution), 
I do not think I should hesitate much, so far as the accounts are concerned. 

2270. Suppose you had found an office which had been four or five years in 
existence, and the expenses of which, on the face of the accounts, were larger than 
the whole premiums they had received, therefore necessarily having very large 
liabilities without having any apparent assets, should you say, upon the face of 
the account, that was a safe office ? — I should not say so of such an institution ; 
I am not aware of such ; but as to the expenses exceeding the premiums, I 
should not consider that an objection ; under several circumstances i should con- 
sider it a strong recommendation, and, in fact, I have acted upon it. There is 
an institution which is now, I believe, a flourishing institutioti, and which expended 
more than double its premiums in the first year. 

2271. At what period of its existence, and under what circumstances, should 
you consider a larger expenditure than the premiums evidence of the safety of 
the office? — Only at the beginning; if, after a series of years, the expenses of 
management in any office shall continue to absorb the whole of the revenue, I should 

.say such an institution should stop, and it would no doubt be obliged to do so. 

'2272. Have you formed any opinion as to what would be a fair per-centage of 
the premiums received to be employed in the current expenditure of an office which 
had been four or five years in existence ? — It would depend altogether on the mode 
of management. It seems to me that a life assurance association can in this 
respect be regarded fairly in no other light than as a trading or mercantile enter- 
prise, and it is manifest that the proprietors (I am now excepting mutual companies, 
which are small in number compared with those of another kind) interest them- 
selves in the institution with a view to make a profit of it, and it is for them to 
form a judgment as to what is the best means by which that profit is to be acquired, 
assuming always legitimate means. It might, in the judgment of office A. have 
been a very advantageous investment to expend 10,000/. in the first year, in order 
to originate a system of agency which it believes calculated to be productive of 
large receipts, and consequently large profits in years to come. Another office will 
take a more parsimonious view, as many of them have unfortunately done, and they 
say, "Now we will only spend 1,000/. or 2,000/." It is on the face of it clear 
that the 1,000 /. or 2,000 /., always assuming equal skill in both parties, could not 
organise so effective a system of agency as the 10,000 /. would. The expenditure 
of the larger amount of money, with proper intelligence and judgment, would, in 
my mind, be a very strong^ recommendation to the institution, because it would 
accomplish in one year what in the other case would be gradually and slowly 
done in eight or nine years. If it should result, from that high expenditure at 
the very beginning of the business (and which would appear altogether unjustifi- 
able if tested by the amount of premiums in the first year) that such a system 
was organised that that particular company had transacted, in the first two or three 
years, as much business as the other company by a parsimonious expenditure had 
done in seven or eight years, the result would be, that at the end of three years the 
one office had acquired as large a revenue as the other had at the end of seven 
years. Then it would be found, also, that the one had spent as much money in 
acquiring a given amount of business as the other had, but that the oflice of the 
high expenditure had saved four years out of seven, which is a great matter. 
I should further say, I have offices now in view, to which this parallel is strictly 
applicable. 

2273. In that case, you suppose that, after the office had been in existence four 
or five years, the amount of premiums in consequence of that large amount of 
business would be very extensive, and the expenditure of the office would be 
reduced to the very same extent ? — Precisely. 

2274. But the illustration you have given us, I think, does not apply to the 
question I put ; as I understand, you put the case that a very large expenditure 
is made in the first year for the purpose of obtaining a very large business, which 
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F. G. F. Seison, leads to a very large receipt of premiums id subsequent years, so that when you 
Esq. come to test it at the end of four or five years, you find the receipts from pre- 

miums are very large, and the per-centage of expeadkure i& very small ? — Yes ; 

13 June 1B53. consequently, the question should not be put simply ia relatiaa to the amount of 
premiums, but with relation to the time. Four or five years is taking too siion a 
period ; ofiices hitherto, unless they were unusually energetic, have been scarcely 
able to estabUsh themselves in four or five years. I know some offices, with 
whose affiiirs I am thoroughly familiar, that at the end of seven years had not 
properly organised themselves. I consider those to be, in the ordinary sense, 
prudently managed offices; they are generally admitted to be so ; tlieir expen- 
diture has been very low, and the results of the business, although small, have 
been exceedingly favourable ; still they have not been properly organised yet. In 
one office, perhaps, I should say there has been a particularly favourable result 
on so very small a business, yet it has not, at the present moment, more than 50 
or 60 agencies ; and I should say, an office with 50 or 60 agencies is not sufficiently 
organised to do a great business. 

2275. Still the expenses of that office bear a large proportion to its income ? — 
Yes ; still that office is not, I think, under the best, or rather what would be more 
fittingly called the most economical management. If I had had to advise that 
office, I should have said, ** Instead of spending, as you think of doing, 2,000 L 
or 3,000 /. during the first seven years, 1 would have you spend as much money 
in three years." 

2270. But in this case, how would you proceed ; suppose you were to make a 
very large expenditure in the first two or three years ; suppose you had incurred 
a great number of risks during that period, ana that you had two or three very 
heavy losses, without a fund derived from premiums, how would you provide for 
the payment of those losses ? — If the office be skilfully managed, with moderate 
activity, the receipts from premiums will always be adequate of themselves to meet 
the claims that will take place. I am not aware of any fluctuation in any moderate 
number of lives assured in an office, and in which a uniformity has almost been 
maintained as to the amount of risk on ite individual lives assured ; therefore 
ifihat I should be afraid of would be, a want of skill in the management, so as 
not to make the risks sufficiently uniform. The expenses of management may 
not be derivable exclusively from the premiums; it may please the managers (rf 
an institution not to touch a penny of the premiums for expenses, but to throw them 
all or in great pajt upon the proprietary fund in early years, and that is why the 
test may be insufficient. A number of institutions are now so conducted. 

2277. Then you consider it essential, at the commencement of the institution, 
that it should have capital ? — ^It is impossible to establish an institution, with the 
activity which I think it desirable anci prudent to call into action, without money : 
very few people will so devote themselves to the interests of an office without 
some quid pro quo. 

2278. Do I understand you to mean, that all this extraordinary expenditure 
you are speaking of, in the first instance should be derived from the capital of 
the proprietors, not derived from the premiums received for the risks incurred ? — 
It cannot be derived from the premiums received, because you begin without any 
premiums ; in the first year, and even in the second year, the premiums in ordinaiy 
cases are but small in amount. 

2279. Then if you found an office in a state in which the expenditure after 
two or three years, or three or four years, had been more than the whole promiums 
received, and you saw that there was no fund to meet contingencies that might 
arise, how would you propose to provide for that; I am supposing the premiums 
had all been used in expenses ? — ^That is the very state of things I am arguing 
against; I say it is impossible, in a proprietary company, that such a state of 
things could exist. 

2280. But the only way in which it can be guarded against is by having a 
capital ? — Certainly ; proprietary offices always nave a capital ; I am assuming 
that. I have not come to consider the state of mutual institutions at all ; their case 
is different ; I am now speaking of a proprietary institution 5 that the shardiolders 
enter into that institution with the avowed purpose of turning tlieir investments 
instantly to account, viz., making money ; and it is notorious that vast sums of 
money have been made by such institutions ; they subscribe their capital, and 
form a judgment for tlie future how to apply that capital to the best advantage, 
so that at the end of 7, 10, or 20 years they may double, or, as has been some- 
times, even treble tlieir capital. 

2281. Do 
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2281. Do I understand you to mean that the observations you have made F. G. P. Nffhon, 
have been coofined exclusively to proprietary offices, and that the expenditure to Esq. 
which you have referred as varying in different offices, you assume to be spent in ■ 

the first instance out of the capital of the proprietors? — Out of the capital, in »3 J«ne 1853. 
part or nholly. 

2282. But still so much out of tlie capital as not to interfere with the fair 
expectation. of paying any contingent losses out of the premiums? — Certainly. 

2283. Now with regard to mutual offices; will you just say what your view is 
with regard to the expenditure of mutual offices, and also by whom that expen- 
diture ought to be borne ? — The question of mutual offices is a mixed one. If it 
is a purely mutual office in every sertse, the efl^ct would be, that a chair or a 
table, or a desk, or a sheet of paper could rK)t be obtained, and a policy could not 
be issued, until someone was witling to pay a preiin'um, and then the parties them- 
selves must make up their minds to the consequences. More than one institution 
has been formed in precisely this way at the outset, and afterwards they have gone 
on successfully ; it would depend altogether on circumstances. I think in such 
a case it would depend altogether on matters of feeling. They might prescribe 
a given proportion of the premiums, which should be set apart for the purposes 
of launching the institution as the premiums were received. 

2284. But in such extreme mutual offices as those to which you have referred, 
where no large amount, or very considerable amount^ could be expended in pre- 
liminary expenses, such as you have considered are necessary for the success of the 
office, without gradually absorbing the means of the office, to pay any early con- 
tingencies? — Yes; in fact there can be no question of that; because, with very 
few exceptions, these mutual offices have grown up slowly ; the whole receipts 
would not make up an expenditure which would give great activity and energy 
to their operations. 

2285. Then would you consider, in the case of mutual offices, as in the case of 
proprietary offices, an original subscribed capital from some source or other was 
necessary to give security and facilities for the success of the office ? — I do not 
think for security, but for facility; I think it quite possible a mutual office nray 
be formed without capital, if they will regulate the amount assured upon each life 
so as to prevent any disaster ; in fact, such companies have been so formed. 

2286. It is quite possible that a mutual office might be formed without expense, 
provided there is a sufficient number willing immediately to assure their lives, 
and to pay the premiums ? — Yes, and without any insecurity. 

2287. Taking the state of things that does actually exist in a great number of 
mutual offices, viz. rising into existence amidst great competition in the business, 
and therefore great efforts being uiade to obtain that business, do you see 
any way in which that can be safely borne, except by a subscribed capital ? — 
I can see a way of doing it without that ; I never did form a mutual or any other 
company, but if I ever did, I should be deterred by the want of courage from doing 
so without capital ; but there still is a way, viz., for the party who launches the 
institution to get 500 persons to sign a statement (which I know was done in 
one instance) to this effect : ** That as soon as the list has got the signatures of 
500 persons, and the institution is got up, I am willing to assure my life in it/' 
When the list has been filled with the given number of names, the institution is 
launched, and so they proceeded ; that is one way of doing it. 

2288. Is not that exactly tantamount to the explanation I proposed in the 
question ; I stated that no doubt a mutual society might be formed without much 
expense, where a certain number of persons were willing at once to assure their 
lives ; the plan which I understand you have Just now sketched out is only 
another mode of coming to the same result ; but I am speaking now of mutual 
offices as they really exist, and as they have been coming into existence for the 
last eight or nine years, with the great competition for business, and the great 
desire to obtain it, without the facilities yuu have referred to, is it not absolutely 
necessary that they should incur very consklefable expense in order that they 
may obtain business, and what you consider profitable business? — It is not abso- 
lutely necessary, bat I think it is the wiser course to take; because I think, with- 
out some such expenditure as has been referred to, they would not be so likely 
to obtain an amount of business that would pay ; at the same time it has been 
done, and it may be done again. There are some offices, it Is well known, that 
have done a good deal of business without a single penny at starting. At the time 
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F. 6\ P. Nelson, alluded to, they adopted other arrangements which gave them those facilities ; 
^^^' but my notion is, that mutual offices of late have had a guarantee capital, or some 

money lent them on certain conditions, in order to launch the institution. 
13 June 1853. 2289. Is there any doubt that alnrtost all mutual offices have of late years 

started with a certain amount of capital ? — I believe generally so ; but I cannot 

charge my memory so far as to state that all have done so ; the impression on 

my nnnd is that in general they have. 

2290. What is your opinion with regard to the comparative expenditure 
neccessary to form a connexion, a business sufficiently large to pay the expenses 
of the office, and becouje profitable, at the present time, compared with past 
periods?— Most of the remarks I have made hitherto in my examination have 
resulted from my own practical knowledge of the practical working of the insti- 
tutions, and necessarily, at my time of life, I cannot have had such a knowledge of 
the institutions at the beginning of the century ; but I should fancy that there is 
now a necessity for a somewhat greater expenditure than there was even 30 years 
ago ; I should imagine it to be so, chiefly on these grounds ; that then institutions 
were few in number ; they could scarcely be called national in its proper sense, 
but simply class institutions, chiefly addressing themselves to a mere section of the 
community ; but life institutions are now taking a very different course, and it 
is well for the country that they are doing so. 'J'here are institutions now of a very 
promising kind, whose policies do not average more than 100/. each, whereas the old 
institutions have an average of 10 times that amount ; in fact, the people, until of 
recent years, never dreamt of availing themselves of the benefits of life assurance ; 
and it is obvious that, in order to do a paying amount of business, with that small 
average amount assured, an increased expenditure at the outset may be necessary, 
but that increased expenditure does not meddle with the security which these 
institutions afford to the public, but in fact augments that security; there is an 
element of security in that class of business which is much more than equal to the 
deterioration to their funds, occasioned by the increased amount of their expen- 
diture. 

2291. Then when you speak of an increased expenditure, do you mean an 
absolute increase of the sum, or do you mean a per-centage on their business 
done ? — Even the per-centage on the business done ; it is in vain for any one to 
look forward to any other condition of things. I do not imagine that any person 
can now be sanguine enough to think that the great corporations which exist in 
the city of London, and whose wealth exceeds that of some of the governments 
of Europe, could be duplicated in the assurance institutions hereafter to be 
established ; where an office has a very great revenue from its poUcies, there will 
be a comparatively small amount of expenditure ; the ratio of expense to revenue 
must be small compared with what it is in new offices, and with what it will be in 
similar institutions hereafter to be formed. 

2292. But that comparison of expenditure only exists between an old esta- 
blished office, and a very new office with a small revenue? — It is in vain to look 
for anything else hereafter. 

2293. Then you are of opinion, that in those offices to which you have referred 
as in the condition of being established offices, with a small revenue, the expen- 
diture was less than it is now, with offices similarly circumstanced ? — I am far from 
saying that is the case in all instances. 

2294. Can you state whether at the beginning of the century, the expenditure 
was less than it is now ? — As far as I can form an opinion, I should think it 
was. I wish to say upon the question of expense, as it is now put to me, that it 
is in vain to expect any other condition of things ; because if you cannot here- 
after have those great corporations heretofore formed with immense revenues, you 
cannot have so low a ratio of expenditure in relation to the revenue in new com- 
panies. Now, were the Legislature to deal fairly and wisely in this matter, by 
taking no cognisance of the companies whatever, what, in my judgment, will 
inevitably follow, seeing that the talked-of Government stringent means are not 
taken to prevent the growth of such institutions, will be the formation of institu 
tions intermediate between these and the existing friendly societies. 

2295. I think you have misunderstood the application of the word expenditure; 
I did not wish you to compare the absolute expenditure of old offices, and the 
absolute expenditure of new offices; what I mean is, the relative expenditure of 
offices of the same age at different periods, to obtain business ? — I have information 
from the beginning of the century in connexion with some offices, but as they are 
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isolated cases I do not think they ought to be brought forward ; but so far as my /, g. P. Nehon, 
experience goes, go'iufi back to 1830, I do not think tlie expense of management Ksq. 

has increased, taking the mass. The evil of the newer institutions is the reduced ■ ■ 

rate of expenditure; and this is %vhy I think the expenditure should be imme* 13^01^1853. 
diately increased. 1 have a list of the working expenses of between 40 and 50 
offices, which are usually called w e1^e$tab]i^hed offices ; I could show that in those 
offices what is fairly to be considered expense of mnnagement, is somewhat higher 
than it is in the new offices. I will assume an old established office which has 
100,000/. or 200,000/. of annual revenue, and there is a certain amount of 
expenses : the way in which the case has frequently, but I think improperly 
been put, is this: here is 200,000/. a year of revenue, there is 10,000/. a year 
expenses of management, therefore you have your expenses brought down 
to 5 per cent. But it may be said, what is that 10,000/: spent for; is it lo 
manage the 200,000/. of existing revenue, or is it to acquire fresh business? 
I think it fairly should be put that a great part of that expenditure is to 
acquire additional business. If you take the Indian funds as an example, it will 
be found they are managed by their agents at from ^ per cent, to 1 per cent, 
on the outgoings only; that agency business being also a more difficult thing 
to manage than merely collecting the receipts of an established assurance company. 
Taking the Bengal Military Fund, the salary paid to the agent amounts to about 
3 per cent, for the payment of upwards of 90,000/. a year, and in the manage- 
ment of these funds there is a great deal more trouble than in the collection of 
the receipts of an assurance company. Every half-year proper vouchers of the 
existence of the various parties prior to the payment of the pension, and a vast 
amount of trouble, has to be gone through by the agent. Coutts & Co. manage 
some of the smaller Indian funds at a cost of 1 per cent, on the payments, and in 
addition, collect a large portion of the receipts. It seems to me, if it were simply 
required to continue the existing business of the established assurance company 
without looking for new business, it could not be considered more difficult or 
expensive to manage its affiiirs than to conduct the agency of one of the Indian 
funds referred to. Then if 1 per cent, were set apart to manajje the existing 
business of the Assurance company before referred to, you would have 8,000/. out 
of the 10,000/. which I have mentioned, expended in acquiring new business ; and 
this is the result at which I have arrived, that taking a number of established 
offices, their new business is not acquired without the expenditure of a sum quite 
equal to the first year's premiums, and I think if you go into the affairs of the 
recently established offices you will find their expenditure is not, as a whole, 
greater than that. The effect of such a comparison as this being made, is most 
mvourable to the management of a new company whose first year's pretniums are 
spent in acquiring fresh business, as compared %vith a company which has existed 
many years, and having an organised system of agencies, only requiring to be 
kept in activity, while at the same time the new office is endeavouring to 
organise a system of agency, and therefore must fairly be permitted to spend 
more money. 

2296. I am speaking of the expenditure of offices of the same age at different 
epochs, and the value of the question lies simply in this very short compass, 
whether the expenditure of offices of five years' standing in the early part of the 
last century, was so large in proportion to the premiums they received as the 
expenditure of offices established recently, in proportion to the premiums they 
receive ? — I think I stated in answer to a similar question, that from my own 
knowledge I cannot answer that, but I should imagine from all the circumstances 
of the case that the expenditure in the early part of the century was less, and 
necessarily so if prudently managed. 

2297. Then I think I drew from your remarks generally, that you would 
consider that, both in the case of mutual offices and proprietary offices, a paid 
up capital, if not absolutely essential upon the actual principles of life assurance, 
inasmuch as the premiums ought in the long run always to be equal to the ri^k 
run } yet, for the purpose of paying the extraordinary expenses of the first 
starting, and also perhaps for the purpose of providing for any contingency 
which might occur, a paid up capital in all cases is very desirable ? — I think so ; 
I should myself never attempt to establish such an institution without some 
capital. 

2298. You would not like to start an assurance office without a capital ?— 
I should not have courage to do it, though some men have done so. 

0.55. C c 2299. Mr. 
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J. G. P. AWwm, 2299. Mr- Chamben.] Do you know of any office which has been started 

Esq. witb<mt a proprietary capital, or a guarantee fund ? — ^Yes. 

■"^ 2300* Have you formed any judgment as to the amount that should be paid 

13 June 1853. ^pp — jj^^ £ jj^yg ^^^. jj. would depend altogether on the character of the 

parties, and the mode of action which the company meant to adopt. If the 
company perhaps addressed itself to the acquiring of the ordinary kind of 
iHisioess, I do not think that a large capital would be at all necessary ; but if 
they ^ould ^ike out a new path to induce parties to assure who never assured 
before, a larger amount of expenditure would be necessary, and consequently a 
larger sum of money in the shape of capital. 

2301. Supposing it were proposed that that sum, whatever it is, which is paid 
up, should be invested in Government securities, and lodged in the hands of a 
Gbverament officer, not to be touched^ should you think that desirable ? — I 
should decidedly object to that ; let every one attend to his own affiiirs. 

2302. Your object in recommending a capital would be, that the capital so 
paid up should be spent in getting business for the office? — ^Yes; it being 
aaaomed that it can be spent with advantage ; that will of course be left to the 
parties themselves. 

2303. Should you think a capital paid up, and so invested, would be of any 
service at all, except as testing the bona fides of the parties who originated the in- 
stitution ? — I should not insist on a capital to attest their bona fides ; I should think 
that would be a very dangerous test of bona fides. 

2304. You set no value at all on capital, as attesting bona fides} — Certainly not. 

2305. Something has been said before this Committee of a want of public con- 
fidence in the assurance offices in existence; have you had any experience of that 
want of confidence ? — No, I do not think that it generally exists ; a great outcry 
has recently been made, and an unnecessary alarm excited by the peculiar means 
taken for that purpose ; but in the face of all that, I believe that the younger insti* 
totions have been benefited, and are transacting a larger amount of business thaii 
it is at all probable they would have otherwise transacted, and I account for it in 
this way : first, if a very severe but unjust attack be made on any party, if he has 
strength of mind and courage to resist it, the chances are, that afler a successful 
resistance, he is in a better position than before, and in this way the opposition 
has thus called out latent qualities in young offices which I think never would 
have been known but for these tests to which they have been put. Granting that 
the effect has been damaging to a few institutions, I should think with the 
majority the attack has had an opposite tendency. No doubt the alarm has 
has deterred many persons from assuring. I have been told of some instances ; 
in a few institutions parties have refused in consequence of seeing a certain pam- 
phlet or newspaper, or other publication reflecting on the particular company, 
and certain parties who had proposed dealing with them had gone off; but taking 
it as a whole, I do not think the young companies have suffered. 

2306. From your knowledge, as an actuary, of what I may call the life assu- 
rance world, are you of opinion that taking it generally, the business is conducted 
with integrity and with safety ? — I think so, taking it generally. 

2307. Are you aware of any single life assurance association which has failed 
to meet the liabilities to policy-holders which it incurred f — No, I do not think 
there is such an institution, or ever has been ; I have inquired repeatedly into 
that ; I have been told that, with respect to one or two ephemeral things which 
aoon disappeared, it was so ; but on investigation I have found that the statements 
were not correct. 

2308. And although they ceased to exist they did so without any loss to those 
who had taken out policies ? —Yes ; the policies were taken by some other 
company. 

2309. Chairman.'] At their full value ? — On some terms agreed to amongst them- 
selves. 

2310. Yott do not know whether there was a loss upon that ? — I do not exactly 
understand why it should bt so ; but my opinion is, and 1 have known an instance 
OF two in which companies have bought up the business of other companies at 
a much higher price than they would take the business from the public direct for. 
I have beard it suggested that they have done so because of the connexion they 
make by it. 

231 1. Mr. Chambers^ That is, they will purchase the business at an advantage 
to the policy-holders ? Yes. 

2312. By 
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2312. By giving a bonos on the policy ?— No, but indirectly ; it might be an r.G. F. JVtMt», 
advantage to the assured in this way, inasmuch as the company in which the E§q. 

policy was originally effected not finding itself able, it may be assumed from want • 

of capital or some other cause, to continue its business, the company to whom it ^3 Jane tiez* 
has transferred its business may be supposed to be well established, or to have a 

good chance of going on. 

2313. Chairman ] The only advantage to the assured would be, goii^ from a 
weak company to a strong one ? — Yes, 

2314. Mr. Chambers^] When you say it Is possible for an oflSce to make terras 
for the transfer of its business, have you known any instance of an office disposing 
of its business on the condition of a bonus being added to each policy ? — ^I have 
known such instances ; tliey relate to old offices, however, and not to new offices. 
I know a company at the present time whose business is being transferred, and 
the case only shows how various the circumstances are under which transfers 
may take place. The shareholders in the company have received for the last 
17 years a dividend of about 30 per cent, upon their capital, and now a negocia- 
tion is going on with a view to transfer its business to another company. That 
transfer is being made, not on any alleged grounds of want of success, but from 
other considerations connected with the management of the company, which have 
induced the parties interested to think it is for their interests to make such a 
transfer. 

2315. Chairman.] You say that offices will buy up the business of a young 
company at a price which, in the ordinary course of such transactions, would be 
considered unprofitable? — Yes; those transfers sometimes take place on terms 
very advantageous to the policy-holders of the younger company. 

2316. Does that arise from their desire to obtain a large amount of new busi- 
ness ? — ^Yes ; I may mention that the office I have just alluded to is peculiarly 
circumstanced ; its business is a peculiar one ; and I think it scarcely comes within 
the scope of your inquiry ; I merely mention it to show under what circumstances 
transfers will take place. I have a list prepared, not ibr the purpose of this exami- 
nation, but with another view, showing a large number of offices that have been 
instituted at various periods from the beginning of the present century, distin- 
guishing those that still exist, and those that have transferred their business, and 
stating the circumstances under which the transfers have taken place. It would 
appear that a large number have transferred their business, not because of any 
failure or want of success in obtaining business for themselves, but from other 
considerations. 

2317. Would not the business have a considerable value over and above the 
actual arithmetical valuation of the risk premiums, from the simple fact that it 
had been already acquired, and that the same expenditure would not be required 
again to get the same business together? — That would be a fair element in the 
valuation. 

2318. Mr. Cowan.] Can you inform the Committee what proportion of the 
offices that have been established since 1844, have been purely mutual offices? — 
Yes, I think I can, by looking at my papers. I have got an analysis of the new 
offices. 

2319. Vou informed us that the members of mutual offices generally contri- 
bute a certain amount of capital in order to conduct their business? — A certain 
amount of money, whetlier you may strictly call it capital I do not know. 

2320. How is that generally contributed? — Generally by the directors. 

2321. Do you mean, they make an actual advance themselves? — They make 
an advance themselves. There is another way in which I have known it to 
be done, viz., that shares are issued as in a proprietary company, and under 
a provision in the deed the capital of those shares will only be of temporary 
duration ; there is a power of re-payment, thereby converting the company into a 
mutual one. 

2322. But the capital, be it great or small, is generally actually paid up ? — 
Generally actually paid up. I know other cases in which a mere guarantee to 
pay has been entered into ; but I believe more generally, some portion is paid 
up ; in fact, the advantage of capital would not be derived at all unless it were 
paid up, it seems to me, because it is needed with the view of working and esta- 
blishing the institution. 

2323. Then I tliink you have stated that, if you had a considerable amount of 
0.55. c c 2 capital 
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F. O. P. Neisim, capital at your disposal in the early stage of a company, you would devote it to 
^* a large amount in the prosecution or attaining of new business ? — Yes. 

2324. May I ask in what way you would contemplate such an expenditure ? — 
%3 Jane 1853. j^^ reasons are very simple : first, I find offices in the metropolis with the finest 

connexion possible, their directors, many of them, being men of European 
reputations, and all of financial stability and influence ; still these companies, 
notwithstanding the aid of such a directory, cannot establish a large amount of 
business. It seems to me, looking at it as a simple matter of mercantile enter- 
prise, that business is to be acquired only by a ramified system of agency ; you 
must saturate the country with a number of agents who are active in making the 
inslitution known, and the advantages which it is capable of conferring, and, in 
order to do that well, a body of agents must not only be appointed, and that 
with considerable expedition, to make a good investment of your capital ; but 
the a}^ents themselves must be for some time instructed until the whole are 
indoctrinated with the principles of the institution, and are capable of representing 
Its advantages fairly. 

2325. In the appointment of those agencies, and, I presume, in advertising 
and making the company thoroughly known, it is that you contemplate the 
necessity for so large an expenditure?— There is a difference of opinion about the 
kind of advertising. The advantages of newspaper advertisements must be a 
question with each institution for itself to decide. 

2326. But having experienced the desirableness, if not the absolute necessity, 
of a certain amount of capital being provided for the carrying on of the business 
of an office ; is it not your opinion that an office which unites the proprietary and 
the mutual principles, or in other words, an office which gives absolute security 
to the assured, and at the same time throws oflF to them a large portion of the 
profits which are derived, constitutes the very summum homim, if I may use the 
phrase, or holds out the greatest advantage to the assurinj; public? — It is a ques- 
tion so much debated, that I should not like to say whether a mixed pro()rietary 
and mutual company, which is the one alluded to, or a purely mutual company, 
is the more advantageous to the public. The public indeed look at the question 
xjhiefly with the view to get a profit out of the money they invest in the insti- 
tution ; but it must be observed that in the case of a mutual company, when they 
tegin, their business is small, and although they give all their profits up to their 
policy-holders, it may happen that the fractional amount of the gross profits paid 
by a mixed proprietary company to its profit policy-holders, although nominally 
small, yet it may form a comparatively larger bonus than the whole amount of 
profits distributed amongst the assured in a mutual office. Sometimes a mutual 
company transacts a larger amount of business, or seems to do so, than a pro- 
prietary company, but in principle both are equal. However, one thing is clear, 
tliat it would be a ho[)eless task at the present time to attempt to do a large busi- 
ness with a company that did not share its profits with the assured. 

2327. Is it not the case tha^t some proprietary companies give as much as nine- 
tenths of their profits to the assured ; I think I have even heard of i9-20ths? — 
Yes ; but often what is called nine-tenths of the profits may not be more than 
five-tenths, owing to the way in which it is determined. 

2328. You mean by cooking the accounts?— No ; by the strict terms of the 
tieed. Often the deeds are drawn by mere lawyers ; men who are not technically 
acquainted w ith the modes of calculation necessary in the determination and dis- 
tribution of the profits of an assurance company. One third of the profits in one 
company may lie more than two thirds of the profits in another company ; for, 
by the terms and conditions of the deeds of settlement of some offices, it is pro- 
vided that a given proportion of the profits arising among the [)articipating policies 
only shall be appropriated as a bonus to those policy-holders ; while, according to 
other deeds of settlement, the same, or some other proportion of the gross proiils 
from all sources of the office busine:rs, is declared to be applicable to the profit 
policy-holders ; therefore, although apparently from the prospectuses of two 
<liflFerent companies the sanje ratio of profits is awarded to the assureci, there may 
f^till, in fact, be a very wide difference in the actual amount so appropriated, in 
consequence of the varyinjr restrictions in their deeds of settlement ; and this is 
tfieldom, if ever, clearly understood by the public. In both instances the policy- 
holders may nominally get, we will say, three-fourth of the profits ; but in one 
iliey may get that share of the gross profits, and in4he other the participating 

class 
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class of policy-holders may get only that share of the profits of their own pohey p, q. P. Neison, 
and of the residue. ' ' Esq. 

2329. Chairman.'] In the one case the profits are gross, and in the other, the — — — 
participating class receive the share of the net profits } — Yes. 13 June 1853. 

2330. Mr. CowanS\ Suppose you are a trustee under a inarriaiire settlement, or 
any other arrangement, do you conceive that you could effect tlie object of • 
securing that provision to the children or representative of a person who was 
likely in the ordinary course of nature to live some 30 or 40 years, in one or 
-other of the new assurance companies ; that is, companies whose expenses have 
been very large, whose business seems to be very small, as safely as with one of 
proprietary offices, for the safety of which the proprietors are actually respon- 
sible?— Do I understand the question to mean proprietors' offices not included in 
the new offices ? 

233'- Offices either new or old, where you have a subscribed capital?— I 
should go as readily to a mutual office for such a purpose as to a proprietary 
office. 

• 2332. I am speaking of mutual offices, in which, on the face of the accounts 
they have themselves given in, the expenses for several years have amounted to a 
very great deal more than the amount of premiums received ? — If I were satisfied 
it were a sound institution, well managed, I should go as readily to a mutual 
company under those circumstances, as to u proprietary company ; 1 should not 
hesitate in the one case, because it was mutual, or have more confidence in the 
other, because it was proprietary, the circumstances of both being in other respects 
the same. 

2333. .You do not then consider that a proprietary company gives any addi- 
tional security ? — ^The security will be the same 30 or 40 years hence. The 
capital in some institutions is very small, but that again is supplied by an 
accumulated fund from other sources in addition ; and if tlie business be managed 
in such a way as not to be secure with an accumulated fund from premiums, the 
aid of a proprietary capital would not better its condition materially. 

2334* ^r* MuUings.] Are you prepared to make any suggestion as to what 
you would recommend to be embodied as a general provision, supposing legisla- 
tion to take place ; what should be the general provision as to the formation of a 
company? — I am not prepared to make any suggestion on that head; I would 
have you not interfere at all by legislation. 

2335. You would leave the thing as it is? — No; I would cancel the present 
Act as far as it applies to assurance institutions. 

2336. What has been done ordinarily with reference to that capital which you 
^poke of, which is afterwards repaid ; do you know what rate of interest has been 
paid, or what has been done with the interest in the meantime ? — Usually there 
is £L rate of interest paid from the beginning. Tliere are other instances in which 
it is not necessary to pay a rate of interest; but where paid, it varies from 4 to 5 
per cent. 

2337. Suppose a mixed company, a proprietary body and inutuc'l assurance; 
but the proprietors themselves, taking the chance of opening a mutual ofiice, 
advance a considerable sum for the purpose to which you referred, that is, 
paying the preliminary expenses and so on : would they be content with leaving 
that money there witliout receiving more than the ordinary appropriation of the 
profits along with the others ? — Ttie money is in the first instance paid, and the 
interest is paid up until such time as the proprietary institution is made into a 
mutual company, and then, under a clause in the deed, the money so subscribed 
is refunded, and generally with some increase on the original amount of the 
subscription. That is the usual way in which such companies are constituted. 

2338. What is the provision in those cases for what we may call releasing or 
discharging the guarantee fund ; is there any sum set apart from tlie moment of 
the fund being subscribed, by which it is to be repaid to the parties subscribing to 
it? — By the question, I apprehend you have now in view a company starting with 
the intention of eventually becoming a mutual company ; that is a difi'erent kind 
of company from that which I had in view in answering the preceding question. 
The modes are various ; in some deeds it is declared that when the profits of the 
company will enable it to repay the original capital, or double the original amount, 
then the policy-holders shall have the power of so doing ; or there is some other 
given provision. That docs exist, I know^ in some deeds. 

2339. Is that, do you think, a reasonable mode; is it a just mode as between 
0.55. c c 3 all 
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i. G. P. Neuson, all the parties ? — It seems to me a fair mode of doing it ; because if they retaio 

^^^' the capital beyond that period, as is usually the case in proprietary oflices, the 

la Ju 8 profits of such capital would be much larger in Value than that given to release 

une 1 53. ^j^^ proprietors. There are offices now whose accumulated funds are equal to 

the original capital, and that the proprietors can realise themselves at any moment 

by going into the market and selling their shares at an immense premium ; there 

are others in which the accumulated proprietors' capital is equal to four or five 

times the amount of the original capital. 

2340. Would there be any difficulty in dealing with that fund as to its invest- 
ment? If it should be invested in Government securities, in the names of trustees 
or otherwise, so as to be beyond the control of the other officers, would that be a 
security that the office would be in a state of what may be considered perfect 
soundness ? — All the offices have trustees ; but all details as to the investment 
and management of funds I should leave, without any hesitation whatever, to the 
judgment and discretion of those who are entrusted by the shareliolders or policy- 
holders, as the case may be, with the management of the company. 

2341. Mr. Sotheron.'] Am I right in understanding it to be your opinion that 
it is undesirable to require offices to make any return to Parliament of their official 
transactions ? — Yes. 

2342. You consider the returns under the present Act to be delusive ? — No, 
not exactly that. If I had been called upon to prescribe returns, they do not 
furnish the kind of information that 1 should have asked for ; but still they are 
not what should be called delusive. 

2343. I would rather ask you whether, in your opinion, it does not pretend or 
intend to obtain certain information which it cannot obtain ? — I think it does. M 

2344. And you would suggest no form of return in place of it? — No, and 
simply on this ground, that I think the Legislature should not interfere in any 
way. 

2345. You spoke just now of a sort of intermediate business, something 
between the great majority of life assurance offices and friendly societies ? — Yes. 

2346. Is that a sort of business which is very much on the increase ? — Yes, 
it is. 

2347. It consists of life policies effected by persons of a lower station in 
society than tho«.e who assure in the other life oflkes, and for small sums?— Yes, 
by careful working men and small tradesmen. 

2348. Do you consider that that is a sort of business which it is desirable, on 
public grounds, should be encouraged? — Undoubtedly, because it reaches the 
people themselves, the bulk of the community. 

2349. Is it not the fact that security, or at least one element of security, is 
obtained by the largeness of the transactions of the society?— Not only by the 
largeness of the number of lives assured, but also by another element of security 
in such business ; viz., an average in the amount of the sums assured upon each 
life. The assurances amongst the industrial classes will generally be found to be 
more uniform in amount than in the ordinary business of an assurance office. 

2350. In truth the accuracy of the average is most likely to be obtained where 
there is a large number of persons who hold policies ?— Yes, there can be no 
question of it. 

^Z5^' By hoth elements ?~Yes, there should be an average for the amount of 
its transactions, as well as the persons over whom it is extended. 

2352. But in order that a society may extend its business in that direction, 
is not it likely it may incur much greater expenses than it would, in order to 
carry on the same, or higher qualities of business, that has hitherto been the 
ordinary business of assurance offices? — Yes, relative to the amount of financial 
operations, they must keep up a higher amount of expenditure ; but not such that 
it can at all affect in any way the stability of the institution. 

2353. On the other hand, would not a return which would give' you an amount 
of expenditure of u society carrying on that which you may call a second class 
business, give you a very insufficient means of judging of the soundness of its 
transactions ?— Like all institutions dealing in those undefined contingencies, it is 
very difficult to prescribe any return that would be satisfactory ; the circumstances 
of one institution may be sufficiently developed by one form of return ; another 
institution may require a somewhat diflPerent treatment to show its real position ; 
so that it is very difficult to prescribe any rule. 

^354* Will not^ ^^^ actual expenditure in clerks and agents in the management 

of 
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of the office be greatly increased in prdportion as the ramifications of the insti- F. G. P. Ndsouy 
tution are extended downwards in society? — They will be increased, but I should Esq. 

not say greatly. I have in view a case in point; in fact, the first institution that 

has been successful in doing that business among the working classes; its early ^3J"nei^53- 
expenditure was very high, but subsequently its expenditure has been decreasing, 
and is now about the average of well-established old institutions, doing a large 
amount of business. Any fear that might formerly have been entertained as to the 
amount of expenditure is entirely groundless. The older oflSces have invariably 
been deterred from issuing policies for small amounts, from a supposed excessive 
expenditure in relation to income necessary to conduct that kind of business ; but 
the experience of the institution to which I have alluded shows that the expen- 
diture in relation to income need be very little increased beyond that of an 
ordinary assurance office, from and immediately after the first years of its estab- 
lishment. In this class of companies the surplus of income over liabilities will, 
from their very construction, be mnch greater than in the ordinary companies ; 
and of companies formed prior to the act there is one which, in the first ten 
years after its establishment, received upwards of 440,000 /. in premiums, and 
was enabled, without touching its stability, to appropriate an immediate cash 
bonus of 111,000/., or about one-fourth of all its receipts from premiums. 
There is another company which, in the last seven ye€u*s of its business, has 
actually divided a realised cash profit of upwards of 700,000 1. ; so that the re- 
sources of an office with even a moderate amount of business must be necessarily 
very large. 

2355. Setting aside accidents, can you give us any reason why an assurance office 
ever should become bankrupt ? — No ; with skill and prudence in the conduct of 
its affairs, if there be a fair amount of business, there is no element of insecurity 
that 1 know of. 

2356. Chairman.'] Does not that depend on the rates of premiums charged, 
the selection of lives, and other things ? — All the premiums charged are in prac- 
tice, whatever they may be in theory, much more than adequate to meet the 
liabilities. From the experience I have of life institutions, that is the practical view 
I take of tlie subject, and as the examples quoted in answer to the last question, 
which are only a specimen of many others which I could at once furnish, abun- 
dantly prove to be the correct mode of looking at the question. 

2357- Mr. Sotheron.] Do you think we have arrived at that period of the age 
of ttssurimce offices, that even the most experienced may, with confidence, form 
the opinion you have just expressed ? — Formerly they managed their own affairs 
when there was great ignorance prevailing as to what their liabilities were ; their 
afiairs were managed then well and judiciously ; now there is much more infor- 
mation abroad upon these subjects, and each year the institutions are better 
understood, and consequently better managed, so that there is much less chance 
of any bad result. 

2358. Chairman.'] Is it necessary as a matter of practice to incur a higher 
expense on that moderate species of business which friendly societies do, than in 
offices where the transactions are fewer, and the amount assured much larger ? — 
I have considered, under important circumstances to myself, that question ; I 
have been called upon to advise upon that kind of business, and I think decidedly 
not. 

2359. You think the advantages in one way counterbalance the disadvantages 
in another ? — ^Yes ; in the practical management of such institutions there are 
many extraneous sources of profit beyond those usually connected with ordinary 
assurance institutions, and not falling within the theoretical principles falling more 
immediately under the consideration of actuaries, but which must tend greatly to 
enrich industrial assurance companies dealing exclusively, or to a great extent, in 
transactions amongst the working classes. 
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MEMBERS PRESENT. 

Mr. Wilson. j Mr. Chambers. 

Mr. Cowan. | Mr. Geach. 

JAMES WILSON, Esq., in the Chair. 



John Adams Higham^ Esq., called in ; and Examined. 

J A Hizham Em 2360. Chairman.'^ ARE you an Actuary ? — I am. 

. ,t^ . 2^g^ Q^ ^^^^ office?— Of the Royal Exchange Assurance OflBice. 

iC June 1853. 2362. Is that a proprietary or a mutual office? — A proprietary office, but 

acting on the system of returning a portion of the profits to the assured. 

2363. How long has it been established? — Since 1720. 

2364. Is it a sea assurance office as well?— Yes, sea, fire and life. 
-365. Do you keep those three branches distinct? — Entirely distinct. 

2366. As distinct as if they were three separate offices? — Quite so. 

2367. Have you a comn)on board of directors of the whole? — Yes; it is one 
corporation, but the establishments are kept perfectly distinct. 

2368. The three branches are distinct ? — ^Yes. 

2369. As distinct as if they were three separate institutions ?— Tliey are. 

2370. Have you watched the operation of the Act of 1844.? — Yes, I have paid 
great attention to it. 

2371. Has the operation of that Act been to your mind satisfactory? — I think 
it has accomplished both good and evil, but that the good has greatly prepon* 
derated. The evil has been, not in promoting the establishment of fresh offices, for 
that was easy enough before, but in giving them a sort of legislative sanction^ or 
what the public have taken for legislative sanction, and enabling them, on such 
easy terms, to write up that they were incorporated by Act of Parliament. 

2372. What evil is that? — That, as in the case of savings' banks, the public 
assume that they have the security of the Government. 

2373. Then you think that the fact of their being incorporated under an Act of 
Parliament has given a greater degree of importance to the establishment than 
would otherwise have been the case ? — They mai^e use of it in that way. 

2374. You say it is a mixed evil ; do you think it an evil that new offices 
should come into existence ? — Not at all ; the evil has been that the privilege of 
calling themselves corporations has been given to them on too easy terms. 

2375. You think the public have attached more importance to the fact of their 
being incorporated under this Act. than the requirements of that Act actually 
justified ?— Yes. 

2376. What are the benefits you think have been derived from that Act? — 
The publication of the accounts, because, with ail their imperfections, I think 
those accounts exceedingly valuable. 

2377. What is the practical benefit of the publication of those accounts, as far 
as you have hitherto discovered ? — I think they are quite sufficient to enable one 
to see, that while some of the offices ought, at all events, to be avoided, there are 
other offices with which one may transact business with entire confidence. 

2378. As an actuary, looking at the accounts, do you feel yourself perfectly 
justified in saying, that on the face of those accounts there is such a di«- 
tinction, that you could select some offices as being secure, and others as being 
insecure? — I think I could, the accounts are quite enough for that purpose, 
although they knisht be greatly improved. 

2379. So far then you approve of the principle of the Act of 1844 ? — Yes. 

2380. But 
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2380. But it is capable of much improvement in your estimation ? —Yes ; I J. A. Higham,B§qr 
should be glad to see the Legislature interfere further, up to a certain point. ■ — 

2381. Will you describe how far you would wish to see that interference go? — 16 June 1853. 
What I wish to see is this : that every company, old and young, which has not 

already given a guarantee for the honesty of its intentions, and its ability to carry 
out what it professes, should be called upon to give such a guarantee. 

2382. What do you mean by a guarantee ; in what shape would you put it ? — 
I would adopt a suggestion, which, so far as I am aware, was first made in the 
** Morning Chronicle," viz., that every company should have a paid-up capital ; I 
do not assert that capital is necessarily required to make up the deficiency of 
the premiums, because I think, under ordinary circumstances, the premiums^ are 
sufiicicnt for ordinary risks, and if peoole are content to take the risk from extraor- 
dinary emergencies upon themselves, I think a company may fairly start without 
a capital ; nor do I want to see a capital to be expended in the lavish way recom- 
mended by the last witness before this Committee ; but I should wish to see a 
capital in the nature of caution money ; a sort of bail that the promoters of a com- 
pany would carry out what they propose to do. 

2383. But would a capital for such a purpose be necessary for old-established 
companies, who have already got a large reserve fund in hand ?— No ; and therefore 
I confined my suggestion to companies that have not already given such 
guarantees. 

2384. I thought you said that all companies, both old and new, should be called 
on to give such a guarantee ? — All which had not already given it. 

2385. All companies which have not already a paid-up capital to a certain 
amount should, in your opinion, be called upon to make such a provision ? — 
Yes ; and further, I would wish to see it lodged in the hands of a Gdvernment 
Board. 

2386. You would wish to see a portion of the reserve fund of every existing 
ofl8ce transferred to the custody of a public officer ? — Yes ; I would have a 
specific sum required from every company, but not to be taken from the reserve 
fund, because it should be lodged at the outset. 

2387. I am speaking now of existing companies who have not lodged monies 
at the outset ; I understand you to say that you would wish to see every company, 
old and new, furnish such a guarantee to the public as a guarantee fund or paid> 
up capital, and a certain fund deposited in the hands of a public officer ? — Yes ; 
I do not think it would be necessary in the case of some of the offices, but it would 
be invidious to establish a distinction, and, therefore, I would wish to see it ap* 
plied to all. 

2388. Then you would wish a portion of the existing reserve fund of the old 
offices transferred from their own possession to that of a public officer ? — I do not 
think it necessary in the case of the old offices, but I would have it done, in order 
that there might be no sort of unfairness. 

2389. With regard to all offices to be established in future, you would wish to 
see a certain paid-up capital, and which capital would be beyond their own reach ? 
—Yes. 

2390. And you would hold that capital as a certain security for the bond Jide 
intentions of the promoters ? — ^Yes. 

2391. But suppose that the company were to make losses, and had not funds 
from which to discharge those losses, would you consider that that fund was to be 
liable to be called upon for those losses ? — Yes ; but only to be Realised with a 
view to a general winding up. 

2392. You would not allow them to use that capital for the purposes of their 
business generally ? — No ; I would allow them to draw the interest upon it, but 
not to use the capital. 

2393. But beyond that, do you not imagine that a certain capital would be 
necessary for the purposes of the preliminary expenses, and great cost of the first 
few vears in establishing the office, before the profits begin to accrue ? — I do not 
think that any persons ought to set up a life office unless they had such a pro- 
spect of business as to make those costs unnecessary. 

2394. Is it not the case that a great number of life offices (many of them very 
good offices now) have started in business, and others may in future start in busi- 
ness, without a guarantee, the immediate accomplishment of their objects in a 
short time having furnished funds for the purpose of paying the expenses ; and is 

0.55. - Dd it 
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J. ^. Hl^kmiEBq. it not ti very fair presumption, that the best managed offices must neceisarily incur 

^ a coDsideraole expenditure in the first few years of their existence, which may be 

f6 Jtme t«»f3. very fairly incurred in the prosecution of their business when it was ultimately 
obtained ?— ^I should not like to establish an office myself until I had such a fond 
to fall back ufion for preliminary expenses ; but I do not see tliat that would be 
a proper legiskttive requirement. 

2395. It would not be a proper legislative requirement ; but you think it would 
he a necessary thing for any prudent persons to be possessed of? — Yes. 

2396. Then your idea is, that if you take a paid-up capital as a test of the 
band fide intentions of the promoters of the company, you may leave the rest to 
themselves ?— -Yes. 

3397. Weuld you moke tlmt fund or caprtai money responsible for the liabili* 
ties of the company for any purpose whatever? — Y^; but, as I said before, only 
to be'reaHsed with a view to final winding up. 

2398. If it became neeessaryto ose that fund, yon would say the time bad 
arriml when the company should proceed to wind dp its afhirs, by sale or other^ 
wise ? — Yes. 

2399. '^ 7^^ think tbeve is anythmg peculiar in the character at life assu- 
mice busimsBs which wonld justify the Legislat»pe in interferiog with it in a 
way diffsroit from other businesses ?--^Yes, both on account df the long period 
over which the contracts extend, and especially for this reason, that life assurance 
offii^es are now tiding to make np their accounts on prrnciples that would be 
scouted from any otb^ department of commercial enterprise 

2400. Will yon explain what principle yon mean ?^ — ^Tbe pimeiice of imtici- 
pating future profitB, and treating them us assets. Allow me to suppose the case 
of a beuik making up its accounts ; it owes to its deposftom 1,000,000/. ; it has 
in hand 900,000 /. ; it puts down as an additional item of assets, profits, we wiU 
say at the rate of io>ooo/. ayear, valoed at 20 years* purchase ; by thkt means 
it makes its assets ^1,100,000 {. against i,ooo»ooo /. of liabihttes, and the result is 
stated to be a surptns of 100,000/. That prrncipte would never be adopted in 
a bank, and I think it ought not to be adopted in tfn assurance company. 

2401. But does it exist in assurance companies ?^-^lt is done. 

2402. Is it done by assurance companies generally, or only m particular cases ? 
— It is in considerate use, and the practice is extending. 

' 2403. You mean, that in estimating the posflion of an office at ^my particular 
period, the funds to he derived from existing premiums against the eiKisting risks 
are computed, the premiums in the gross instead of in the net ?-^They compute 
the premiums in the gross. 

2404. Without deducting a certain margin for expenditure ?>— That margin is 
commonly not deducted at all. 

2405. It is only when the margin is not deducted that your observation applies, 
is it not ? — The deduction for expenditure is not all that is required ; there should 
further be a deduction for the future profits. 

2406. I am supposing the margin to include everything except the neit arith« 
metical calculation of the risk which the office incurs ? — Yes. 

2407. Then anything that is to furnish future expenses or future bonuses or 

Erofits, in whatever shape they may be, is the margin which ought to be deducted 
'om the future receipts of those premiums at any time when they am computed? 
— Yes. To make the case plain, suppose a man has just effected a policy, the 
risk on which jp^ould be paid for by 30/. a year; if the company charge 40/., 
with a view to expenses and profits, the effect of the system of valuation, to which 
I have called attention, is that the surplus of 10 /. a year is calculated according to 
the value of the man's life, and put down as an asset in the balance-sheet. 

2408. But then your observation does not apply to any office which, in com^ 
puting its future premiums as receipts, makes a sufficient allowance for the items 
of profits and charges ? — No. 

2409. Those are the two grounds on which you think that assurance offices 
require legislative interference ? — Yes. 

2410. But is the latter reason you have given not rather an accidental and 
remote one, not extending to all offices, or not necessarily extending to all 
offices, from the nature of the business ?— The objection to legislative interference, 
I believe, is generally put into this form, ** Why not leave us alone, like any other 
department of commercial enterprise ?" to which I reply, " If you would conduct 
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your business as other businesses are condacted, I should not think there was J^A.m^^&m^EMq, 
occasion for the interference of the Government/' — — — 

2411. But suppose you find a certain number of traders taking stock at triune 1853, 
the end of the year, and you find that they are computing all the debts on the 

books as good debts, notwithstanding a person may have actuary suspended 
payment, if the estate were not actually wound up, and you found a man was 
computing all debts as good debts, and therefore absolutely making up a balance- 
sheet upon an inaccurate principle, do you think, because he committed so obvious 
a mistake or fraud on his own mind, that therefore it was necessary for the L^is- 
lature to interfere on that account to make him do his business in a different way ? 
— A simple trader has only to do with persons who are able to inquire for them- 
selves, but an assurance company is a trustee for parties who have no means of 
taking care of themselves. 

241 2. Your answer now richer applies to the first reason than to the second ? — 
I would rest mainly on tiie first reason, but I think the second fairly strengthens it. 

2413. Do you think there is anything peculiar about erroneous accounts, and 
the mode of keeping their books, with reference to assurance offices, as compared 
with other public companies ; suppose banks or any other public companies were 
to make an erroneous estimate of their assets, would it not be very similar to the 
error which these offices had committed in computing their assets erroneously ? — 
The case would be just this, if a bank were to put down its issue of notes as an 
asset instead of a liability. 

2414. Do you mean thai as a parallel case ? — I mean the case would be jnst 
the same if a bank were to put down as an asset its issue of notes. 

2415. Do you mean to say, that that is a parallel case to the other? — That is 
a parallel case with regard to young policies. 

2416. When an office computes its premiums, including the margin for expenses, 
it simply places to its credit a sum of Hioney which it ought not to have, but if a 
bank were to place to its credit an amount which ought to be to its debit, it 
would simply represent double the amount?— That is exactly what the assurance 
offices to which I refer are doing. Here is a policy which the holder takes to be 
a valuable property, for the surrender of wbich the company will pay, we will say 
50 L; if you turn to their accounts, you will find they do not put that down as a 
livbility for 50 Z., but as an asset of, it may be, 1 00 /. 

2417. But surely no assurance office in making up an account, whatever it 
be, of its assets, would fail to look to its liabilities ?— I can assure the Committee 
that many offices make out a surplus in that way ; I do not say that they actually 
divide it. 

2418. Will you explain what you mean by stating that nor account is taken of 
risks or liabilities as against the assets said to be possessed ? — I do not say 
that no account is taken of the liabilities of the company. The sum assured is 
valued and put on one side of the account, the claim of the company to receive 
premiums is valued and put on the other side of the account, and the latter is 
made out to be larger than the former; consequently, as I said before, a policy 
which the company would pay money to cancel appears in their balance-sheet as 
a valuable asset ; that is to say, the same document is a valuable property to grantor 
and grantee. 

2419. When you say they would pay money to cancel the policy, you simply 
state, I suppose, that tbe liability which stands now on one side of the account 
would be discharged by a given payment? — No liability does stand on their 
account ; they call it an asset. 

2420. Do you mean to say, that if a man's life is assured for 10,000 2. in an 
office, his future premiums are estimated at a particular moment to be worth 
5,000/., that on one side of tbe account credit is taken for an asset of 5>ooo /. 
from future premiums, and that no account is taken of tbe liability to pay 
10,000/. when the risk becomes due? — ^No, the liability to pay 10,000 /. is put 
down, we will say, at 4,500/., consequently 500/. is tbe value tbe company attach 
to their policy, and at the same moment they may be willmg to pay the man 200/. 
or 300/. to cancel the policy. 

2421. In that case they put down a risk at 4,500/., and they put down the 
value of the future premiums at 5,000/., and therefore you say there appears a 
profit of 500 /. ? — The effect is, that it appears as an asset of 500/. 

2422. Does not that arise simply from the fact that they anticipate future 
0.55. D D 2 profits 
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J. A. Higham^ Esq. profits and future expenditure ? — Exactly so ; that is the evil I desire to call 

^ attention to. 

16 June 1853. 2423. But I think you will see the eflfect of that is only that the 500/. appears 

once upon the credit side of the account, and not twice ; it is not withdrawn from 
the debit side of the account as well as being added to the credit ? — True, it 
appears once as an asset of 500 /., but at the moment that it so appears, the policy 
holder comhig to the office could claim from them, and they would pay hkn, 200/. 
or 300 L to cancel the assurance. 

2424. To wipe off that liability of 4,500 /. ? — Yes, he at the same time taking 
from them what they estimate at 5,000 /., viz., the future premiums. 

2425. But the only effect of that would be to deprive them of a future profit of 
500 /• ; it still resolves itself into a simple error in the statement of the account of 
500 /. ?— An error, but one of the very greatest consequence, in my judgment. 

2426. But you see the parallel case you alluded to with regard to a bank, 
.<^upposed that you were going to put down as assets the notes in circulation, which 
are the liabilities of the bank, and, therefore, that that would not only reduce the 
hability by the amount of the notes, but it would increase the assets by the amount 
of the notes, and so have a double effect? — So in the case of an assurance 
company, they reduce their actual money to the extent of 200 /., assuming that to 
be the sum they would pay for cancelling the policy, and they give up the 500 /. 
which stood to their credit on the balance of the account. 

2427. But when they paid 200/., it would be to get rid, on the other side of 
the account, of 4,500 /. ? — The transaction is this ; 200 /. comes from the till ; 
5,000 /. comes from the asset side of the account, and on the other hand, 4,500 /. 
is released trom the debit side of the account. 

2428. You are supposing 4,500/. to be struck out from both sides of the 
account, and in balancing the account, the assets balance the liability, the 500 /. 
being an asset over and above that ?— They lose 500 /. which did stand to their 
credit, and they further lose 200 /. hard cash^ which they pay from their till or 
their bankers to cancel the policy. 

2429. So that although they get rid of a liability of 4,500 /., they also get rid 
of an asset of 4,500 /. plus the 500 /. which they have calculated as profit ? — 
Yes ; and they further get rid of a present asset of 200 /. in cash. 

2430. The account would stand thus : they get rid of a liabiUty to the amount 
of 4,500 /., but on the other side of the account they get rid of assets to the 
amount of 5,200 /. ?— Precisely. 

2431. Making a loss of 700 /. ?— Precisely. 

2432. Mr. Chambers.'] I understand you, to adopt the phrase of the Chairman, 
Ihat the office makes a loss of 700 /. ? — Their account looks 700 /. worse, the 
moment after the transaction, than it did before. 

2433. Chairman.^ But to discharge a liability they are purchasing a policy, 
and when their accounts are all made out in their books, after they have dis- 
charged that liability, they stand upon the balance between assets and liabilities 
700 /. worse than they did before they made the purchase ? — Yer. 

2434. That arises chiefly, does it not, from the fact that they have valued 
future profits, and taken as a present asset their future expenditure ? — Yes. 

2435. How would they be affected by this : suppose a man dies at the age of 
40, whose life at that time would be considered worth 24 years' purchase, and 
they have calculated the premiums and profits on his 24 years' payments, and he 
dies, and the whole sum assured comes to be paid instead of the policy being 
purchased ? — In that case they would be 700 /. the worse off for having kept their 
accounts in that form. 

2436. Suppose they had made up the account just before the party's death, 
anticipating the 24 years' profit, and taking credit for 24 years' expenditure on 
that account, and instead of buying up the policy for 200/. they paid the whole 
10,000/. for which his life was assured ; if this purchase of the pohcy for 20o2 
has the effect you have stated, would not the payment of the loss by the death o 
the party make it so much worse ? — Decidedly, the account is so much worse wh 
the man dies. 

2437. Then ought there not to be a reserve fund or capital out of which that 
loss ought to be provided? — Yes; in all the safer companies, the value of the 
sum assured is represented considerably exceeding the value of the future pre- 
miums. 

2438. What 
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2438. What further acts of legislation would you suggest as being necessary, J. A.Hig^iam, Esi^ 

as you think the present are incomplete? — The only further step would be a return - L 

of the assets and liabilities. 16 June 1853. 

2439. That would form the account that you would think necessary? — Yes ; 
on that subject I wish to mention, that assurance offices are accustomed to prepare 
two accounts ; the one is a cash statement of receipts and disbursements, the 
other is a return of liabilities and assets ; the latter account, I think, may fairly 
be asked for, but the former should not be required. 

2440. That is the account of receipts and disbursements ? — Yes ; on the ground 
that it is not essential to your estimate of the position of the company, and that 
Government, desiring to interfere as little as possible, should not call for anything 
that is not essential. 

2441. Hut since you have told the Committee that the present accounts of 
assets and liabilities are so imperfectly made out, what authority would you 
attach to those accounts unless you had some means of testing the statements upon 
which they were made up ? — That would be met by requiring simply that nothing 
in the nature of an opinion shall be allowed 10 appear ; only the bare facts ; 
nothing that involves judgment. 

2442. Do you mean to say, when you have a statement of assets and liabilities, 
you would have those so set out that a person examining them, to discover the 
nature and character of those assets and liabilities, would know how the account 
was made up ? — Yes, I would have a simple return ; on the one hand the amount 
of assurances, and the premiums receivable thereon, classed according to the 
ages of the lives assured ; on the other hand, a statement of the assets of the 
company, classed according to their character. 

3443. What do you mean by their character ? — Government securities, mort- 
gages, and so on, they should each be kept by themselves. I should hope that 
no valuation would be requested or allowed, for if opinions be allowed to be 
appended, the consequence would be that the Government would be made a 
medium for advertising all sorts of opinions, and all sorts of fallacious valuations. 

2444. You mean valuations of the assets ? — Yes, of the assets and the liabilities. 
As to Government securities, for instance, T would simply have a return of how 
much stock there is, with no valuation put upon it. 

2445. Do you think it necessary^ with regard to mortgages, with the amount 
entered as on mortg^age, to make a statement of the proportion upon which 
interest is paid regularly every year, and that upon which it is not paid ? — That 
suggestion is new to me, but it strikes my mind as an exceedingly valuable one, 
because it would enable us to judge whether mortgages, which ought to be treated 
as bad, are still returned as good. 

2446. Would a statement of a large amount on mortgage prove anything, 
unless you had some general test, without going into particulars, as to whether 
those were really bond Jide good mortgages or not ? — ^I do not think that there 
could be a better test than that just suggested, viz., the regularity of the payment 
of the interest. The only certain test would be names of the mortgagors, which of 
course would be out of the question, because they would be confidential. 

2447. B^^ yo^ think, if there was a return attached to the amount on mortgage, 
of the proportion on which interest was regularly paid, that might be taken as a 
very tolerable test of the quality of the investment ? — Yes ; and further, I would 
exclude an item of assets which is very commonly inserted, I think improperly, 
viz., the past expenses of the company in setting up its business. It is very com- 
mon now to say, that the preliminary expenses are to be spread over 20 years, 
and consequently, in the account of the first year, nineteen-twentieths of the' 
money, the whole of which is perhaps irrecoverably gone, is put down as an 
asset. 

2448. That would be very much like putting down a liability as an asset ? — 
Just so. 

2449. Are there not very large sums of money expended in buildings as places of 
business for assurance offices? — A great deal too much., 

2450. What is the practice with regard to money so expended; as to estimating 
that expenditure, in what shape does it appear in the accounts ? — I believe the 
interest of the money so expended is put as a part of the company's expenses. 

2451. Without any provision for the capital ? — Yes. 

0.55. D D 3 2452. How 
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jj. Uigk4inh^mi. 2452. How is the capital usually raised; is it generally the aasets of the 
--«"i-— compauy that are expended for the buildings or is there a fund borrowed or sub- 
id June 1853. scribed ?— I do not know ; we are tenants ; I do not know how it is in other 
companies. 

2453. You are not acquainted with that? — No, I am not ; I have no personal 
knowledge on the subject. 

2454. But you believe that the practice is» with regard to the interest of money 
so expended, that it is charged as a current expense for the year, as a rent?— Yes, 
the interest and the expenses of keeping the building in repair ; and assuming 
that the building is freehold, I see no objection to it. 

2455. Everything would depend on Ae rate of interest put on, whether there 
is a sufficient amount of interest to cover any wear and tear of the property, or 
any decline in the value of the building?— The building, I think, is generally 
freehold, and therefore it is presumed to retain its value. 

2456. Do not all buildings become the worse for wear at the end of 100 years, 
and become less valuable as buildings? — Yea, but the wear and tear is charged as 
an annual expense. 

2457. The building may be kept up from the ordinary vvear and tear, and yet 
gradually decline in value, though it is not lost for ever? — I am not aware that 
apy special reserve is made for that, but it may be so. 

2458. Are you not aware that all investments of buildings are calculated on a 
much lower rate than investments upon land, for the reason that not only is there 
a great risk of deterioration in point of situation, but also an obvious and con- 
stantly increasing deterioration in the value of the building itself? — Yes ; but 
such buildings as assurance offices erect, with fair usage, may be expected to last 
almost for ever. 

2459. Then you would consider it as an asset, the same as any other invest- 
ment ? — Just so. 

2460. But an asset that never could be computed at more thai> it would sell 
in the market for at any particular time ? — Yes. 

246 1 . Altogether regardless of the original cost ? — Yes. 

2462. And therefore if there has been a great expenditure in ornamental 
buildings, that would not necessarily have a value in the market, that expenditure 
would be so much reduced in present value from the original cost of the 
building? — If I were concerned for a company that had a building of that kind, 
I do not know that I should recommend any set-off on that account, because there 
would be no probability of the company wanting to sell the building. 

2463. But when you are going to value your assets, I take it you must value 
them in relation to the part they must fulfil' in discharge of the liabilities, must 
you not ? — That generally would be the question, but I do not think the probabi- 
lity of the building having to be sold would ordinarily occur to an actuary in 
making his valuation. 

2464. Are the particulars which you have stated in the form of the account, 
all you would suggest as being necessary for the purpose ? — ^Yes. 

2465. Then it would not be so much in the shape of a debtor and creditor 
account, as a statement of assets and liabilities ? — A simple statement of assets 
and liabilities, so classed as that any actuary can estimate their value, but not 
published with a valuation appended to them. 

2466. Is there any easy means by which the whole liabilities of a company can 
be estimated; would you suggest any such means? — If we had the means of 
applying it, I do not think there can be a better rule than that suggested by the 
previous witnesses, viz., that the reserve to be made should be one half of all 
the premiums paid on all existing policies ; but in order to apply that rule, one 
would wish to know for every policy the number of payments made, and the 
annual premiums, and you must multiply those together, and add up all the 
results. That is a very long process. I hold in my hand a table which was 
printed in the '' Morning Chronicle " three or four months ago, which I think 
gets over that difficulty. 



[The same was delivered iriy asfoUows ;] 
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TABLE showing tbe Yalne of the Liabilities of a Lifb Assdrakob Companit in Terms of the ^« A. Higham^ Esq. 

Annual Prbmiuhs. - -- 

16 June 1853. 



Age of 
the 


Mean Age of the Assured at Entry. 


the whole 


Company. 


20. 


80. 


40. 


60. 


60. 


Business. 


Years: 














1 


.72 


.71 


.72 


.73 


.71 


.72 


2 


.92 


.91 


.98 


.94 


.91 


.92 


8 


141 


1.10 


1.14 


1.14 


1.09 


1.12 


4 


1.27 


1.29 


1.86 


1.84 


1.28 


1.82 


6 


1.48 


1.48 


1.56 


1.52 


1.47 


1.51 


6 


1.57 


1.67 


1.7B 


1.71 


1.66 


1.70 


7 


1.78 


1.85 


1.97 


1.90 


1.82 


1.^9 


S 


1.88 


2.08 


2.18 


2.08 


1.98 


2.08 


9 


2.08 


2^1 


2.89 


2.26 


^.16 


2.26 


• 10 


2.17 


2.89 


2.59 


2.48 


2^82 


2.44 


11 


2.82 


2.M 


2«80 


2.61 


2.47 


2.64 


12 


2i47 


2.77 


8.01 


2.79 


2.62 


2.82 


18 


'd.Ol 


2.95 


8^1 


2.97 


2.77 


8.00 


14 


2.77 


8.15 


8.41 


8.18 


2.90 


8.18 


15 


2«92 


8.88 


8.62 


^.81 


8.04 


8.87 


16 


8.06 


8.52 


8.80 


8.48 


8.18 


3.54 


17 


8.21 


8.72 


4.00 


8.64 


8.28 


3.72 


18 


8.86 


8.98 


4.20 


8.79 


3.40 


8.89 


19 


8.51 


4.12 


4.40 


».95 


8.49 


4.06 


20 


8.66 


4.88 


4.'58 


4.08 


8.58 


4.25 


21 


8.80 


4.58 


4.75 


4.24 


8.66 


4.41 


22 


8.95 


4.78 


4^4 


4.88 


3.78 


4.58 


28 


4.11 


4.98 


5.18 


4.50 


8.79 


4.78 


24 


4.26 


5.18 


5.81 


4.62 


8^4 


4.89 


U 


4.42 


5.82 


5.49 


4.74 


8.88 


5.05 


26 


4^7 


5.52 


5.66 


4.85 


8.98 


5.19 


27 


4.74 


5.70 


5.88 


4.94 


8.97 


6.ZZ 


28 


4.90 


5.89 


5.98 


5.04 


4.00 


5.48 


29 


5.05 


6.08 


8.15 


5.18 


4.04 


5.62 


80 


5^1 


6.25 


6.82 


5^20 


4.06 


5.77 


81 


5^6 


6.48 


6^4 


5.28 


4.08 


5.89 


82 


5.50 


6.59 


6.58 


5.85 


4.09 


6.01 


^^ 


5.66 


6.76 


6.70 


5.41 


4.10 


6.12 


84 


5.82 


6.92 


6.82 


5.47 


4.10 


6.24 


85 


5.97 


7.08 


6.92 


5.52 


4.10 


6.84 


Z% 


6.10 


7.21 


7.08 


5.57 


4.10 


6.44 


87 


6.22 


7.85 


7.18 


5.61 


4.10 


6.58 


88 


6.85 


7.46 


7.21 


5.65 


4.10 


6.61 


89 


6.47 


7.60 


7.80 


5.66 


4.10 


6.68 


40 


6.58 


7.71 


7.86 


5.67 


4.10 


6.78 


41 


6.71 


7.82 


7.48 


5.69 


4.10 


6.79 


42 


6.82 


7.92 


7.48 


5.71 


4.10 


6.86 


48 


6.94 


8.02 


7.58 


5.78 


4.10 


6.92 


44 


7.05 


8.10 


7.58 


5.74 


4.10 


6.97 


45 


7.17 


8.19 


7.62 


5.74 


4.10 


7.02 


46 


7.81 


8.26 


7.66 


5.74 


4.10 


7.06 


47 


7.45 


8.84 


7.69 


5.74 


4.10 


7.11 


48 


7.58 


8.41 


7.78 


5.74 


4.10 


7.16 


49 


7.71 


8.51 


7.76 


5.74 


4.10 


7.21 


50 


7.88 


8.56 


7.78 


5.74 


4.10 


7.24 



The foregoing table is intended to show by what quantity the annual premiums receivable 
by a life office must be multiplied, to give approximately the value of its liabilities by 
Mr. Davies's Equitable Table at 3) per cent., without anticipation of future profits. 

Mr. Morgan's record of the experience of the Equitable Society, and the report df the 
Commhtae of 1888 en the experience of 15 other offices, furnished tiie means of calculating 
the number of policies which, after writing off deaths and withdrav^ls, continue in force^ 
year after year, out of given numbers entered at the following ages ; viz. — 

2,526 at ages 18, 19, 20, 21 and 22. 
8>648 „ 28, 29, 30, 81 and 82. 
7,477 „ 38, 39, 40, 41 and 42. 
4,284 „ 48, 49, 50, 51 and 52. 
1,624 „ 58, 59, 60, 61 and 62. 

Then, assuming an uniform number of new polici^ to be effected in the course of each 
year, the value of all policies continuing in force at the end of each year was calculated,' 
0.55. D D 4 together 
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J. A. Higham, Esq. together with the amount of the annual premium receivable thereon, and the former divided 

by the latter gives the quantity recorded in the table, which is consequently the value of the 

16 June 1853. company's liability, in terms of the annual premium. The premiums assumed were the 
following average rates; viz.: Age 20, 2/.; age 30,2/. lOs.; age 40, 3/. 6*,; age 50,. 
41. IO5. ; age 00, 6/. 10*. 

The apphcability of the table to a particular office depends on the following conditions ; 
viz., l.The amount of new business effected in each year of its history must have been 
something like uniform ; and, 2. The regulations of the oflSce, as to the distribution of 
bonus, must not have been such as to have occasioned a material difference between its 
experience and the average experience of other companies, as to the ages at which people 
insure, or as to the number of discontinued policies. If the company transact a declining 
business, and if its arrangements have been such as to attract young lives, and to discourage 
the subsequent discontinuance of their policies, these are so many reasons why the reserve 
must be larger than shown by the table. As an extreme case, there is one society in 
which, under the operation of all these causes, a reserve of twelve times the annual premium 
IS required, besides the value of the declared bonus. 

From th#ie considerations, and from an inspection of the table, it will appear that it cannot 
be applied with safety to an oflSce of more than some 12 or 16 years' standing, except by a 
practised actuary^ capable of judging of the extent of allowance to be made tor the peculiar 
circumstances of the company. 

But the early part of the table may be used by any one with great readiness ; for example, 
a company which was established in 1846, has now an income of 20,000/. a year in pre- 
miums. Assuming the business to have been steadily acquired, year by year, and disregard- 
ing the circumstance that some part of the policies are for short terras (a point of small 
consequence in estimating a young office), the value of its policy-risks may be taken to be 
about 20,000 /. multiplied by 1*89, or 37,800 /., and the clear assets ought therefore at the 
least to amount to this sum. 

If any bonus has been declared, its value must be reserved in addition. In an office of 
not more than 15 years* standing, about 55 or 60 per cent, on the amount of the reversionary 
additions may probably be sufficient for this purpose. 

2467. This is a table showing the value of the liabilities of a life assurance 
company in ternis of the annual premiums, containiDg in the first column the age 
of the company, in other columns the mean age of the assured at entry, and the 
whole business ? — Yes. The last column is that for general use ; the earlier 
columns are given to enable others to test the calculations. 

2468. Do you think, the age of the office being given, and the table of the 
pending risks with the amount of premiums paid^ and the ages of the parties 
classified in that form, this would give a facile mode of determining whether the 
assets of the company were adequate to meet their liabilities ? — For making use 

^ of that table, I want nothing more than the age of the company, and the whole 

amount of premiums it has to receive this year. 

2469. Without reference to the amount of its risks ? — Without reference to 
the amount of its risks. The constraction of the table is explained, and there- 
fore I need not trouble the Committee with any remarks upon it. 

2470. With the use of the table you only want those two facts ? — ^Yes ; this 
table is intended to show by what quantity you must multiply the annual premiums 
receivable on the policies, in order to get at the value of its risks under ordinary 
circumstances. 

2471. Mr. Chambers.'] I think I understand you to say that you look on a 
paid-up capital simply as of importance as a guarantee of the bona fides of the 
parties who set up any office ? — ^That is the only ground on which I would ask to 
have it made a legislative enactment. As a matter of opinion, I think it highly 
desirable to have a proprietary subscribed capital. 

2472. But as a question to legislate upon, you recommend that a sum of 
money shall be deposited with a public officer, I think you say, as a guarantee for 
the honesty and ability of the parties who set up the office ? — I think that is the 
only ground on which the Government can ask for it. 

2473. Would any other step which could be suggested furnish you with a 
guarantee as satisfactory as the payment of that sum of money ? — I do not think 
that anything could be so satisfactory as a bail in money. 

2474. Supposing the proprietors of the company were to deposit their title- 
deeds with a public officer ? — That might do, but it would involve trouble. The 
title and the value of the property would have to be investigated. 

2475. I put the question to you, because, as I understand, the only value you 
attach to a deposit of money is as a guarantee of bona fides^ and I could suggest 
a great many other modes of effecting that ; you suggest that it is 10 be deposited 
as caution money merely, and that it is not to be taken out, except with a view to 

wind' 
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Mind up the affairs of the institution? — Exactly. If the Government were to J. A. Higham, Es^, 

require a capital on any other ground, they would say, what I think would be 

ijuite correct as a matter of opinion, that the proprietary system is the only right 16 June 1853. 
mode of transacting the business ; but I do not think the Government ought to be 
asked to do that. 

2476. I believe you are in a minority in entertaining that opinion as to the 
advantage of proprietary over mutual institutions? — 1 may be in a minority at 
present ; I believe before long I shall be in a majority ; I think opinions are 
coming round. 

2477. I understand you to say, that the error in making up accounts is, that 
there is a calculation of future profits? — Yes; that is the simplest way of 
putting it. , 

2478. That is, profits which may or may not be earned ? — Yes, just so ; suppose 
a tradesman is taking stock, for example, and values everything at selling prices. 

2479. Your objection is, that the profits are contingent, and should not be cal- 
culated ? — ^That is one objection. 

2480. Docs not that objection apply, not to the portion of the amount put 
down as an asset which represents profit, but to the whole sum which is put 
down ; is not the whole of it contingent ? — It is contini^ent, but the contingency 
cannot turn against you if you have excluded the future profits ; because, if you 
lose your future premiums which you have put down at a sniall sum, you relieve 
yourself from your lialnlity which you have put down at a greater sum ; you gain, 
therefore, by the party dropping his policy. 

2481. Assuming the account is so made out, must not every such account show 
a great loss on the business ; if every separate account was valued, and the sum 
put down as the value of your liability was more than the sum you put down on 
the other side to be received, must not the accounts of every assurance company 
show a great loss? — Yes; every actuary making up his accounts should reckon 
on that, but it is met by the money saved from premiums. 

2482. But putting down the liability, the amount of which is contingent, as I may 
not have to pay it, why is it unjustifiable to out down on the other side a receipt 
which is contingent, and which I may never have ; is not the contingency on the 
gne side of the account exactly balanced by the contingency on the other, not in 
any individual item, but in the whole account? — The contingency certainly applies 
to both sides, but as to the possibility of your sustaining lo?s, that will depend 
upon whether you have made out the balance from those contingencies in your 
favour or against you. 

2483. Surely the fact of loss cannot depend on the mode in which you have 
made out the account ; the making out of the account cannot affect the deter- 
mination of the contingencies either way, and therefore tl)e mode in which the 
account is made out cannot in any way affect the result? — Not as regards death, 
but it may as regards the voluntary abandonment of policies. 

2484. Taking a thousand items on both sides, treating the whole as contingent, 
and reducing them to an average afterwards, which is the whole principle of life 
assurance ; on the one side^ I admit the contingent au)ount of net premiums 
which I shall receive, and the contingent amount of premiums which are profits 
which I shall receive; on the other side, I put the contingent liabilities on the 
whole of the policies on which these premiums are to be paid ; can you sugs:est 
that the principle, being uniform from one end of the period to the other, and on 
both sides of the account, can be wrong, because it anticipates contingent profits? 
— All depends on whether you act upon it or not ; if you call it an asset, and 
divide on the strength of it, paving out bonuses 10 persons who happen to die 
early, and after that, public confidence in the company is shaken, and a large 
number of persons withdraw, then those who are left are clearly injured by your 
mode of making out your account. 

2485. That is to say, if a contingency occurs which has not been provided for> 
the result of the valuation is affected ? — Yes ; a contingency wnich it is essential 
should be provided against. 

245^6. Your practical knowledge of the modes of n)aking out accounts would 
seem to result only in the case of their dividing a bonus to the iull extent ot the 
profits which the accounts show? — Yes, they cannot help dividing it, or at least 
.so much of it as will make a satisfactory bonus. 

2487. Do you know any ofiSce which actually divides up to the hilt, to use a 
0.55. E E common 
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J.A.Higkam^Vsh(\. common phrase, viz., the profits which the accounts show, without any reserve? — 

I see the accounts of one company in the returns to the Registrar which had not 

16 June 1853. money to pay tradesmen's bills, and therefore was clearly insolvent; it only made 
a clean account by putting down on the assets' side ihe value of its future profits. 
This amounts to spending the future profits. 

2488. Suppose that company had offered its business for sale, and suppose the 
terms on which that sale was concluded had shown that the business was worth 
what they had put down in the accounts, would that affect your opinion as to 
the solvency or insolvency of the institution ? — Yes ; because, although in the 
present unhealthy state of life assurance business, the business of one company 
may be transferred to another on such terms, I hope that will not long continue, 
and the probability of their being able to sell on such terms is constantly becom- 
ing less, as things are better understood. 

2489. You think an article is not worth what it will fetch in the market ? — I 
do not think it safe, in this case, to assume that it will always fetch what it will 
now fetch. You asked if I could instance a case where the profits shown in that 
fashion had been touched : the case has occurred within a month ; the actuary of 
the company reported a surplus of 60,000/., but at the same time advised that 
none of it should be spent. We know what that means, viz., that it was this 
sort of imaginary surplus. 

2490. Was a division made? — It is impossible for a company to meet pro- 
prietors and say, " Here is a large surplus, but there is nothing for you ;" conse- 
quently, the directors, in spite of their actuary's opinion, allowed a dividend of 
5 per cent., a further bonus of 2 J per cent., and a proportionate bonus to the policy 
hoMers. 

2491. In money? — It was divisible in money in the first instance, but it was 
converted into options of an additional assurance or a reduction of premiums. One 
of the proprietors objected to dividing profits in the face of their actuary's recom- 
mendation ; the managing directors replied, " We have no means of measuring the 
organ of caution which our actuary possesses; if the surplus had been 100,000/. 
he might have said the same ; we tnerefore feel justified in recommending this 
distribulion;" and the distribution was resolved upon. 

2492. I am very anxious, if I can, to ascertain from you what distinction you 
• draw between the principle on which a calculation would be made out which 

should show the society solvent, and the principle on which a calculati(m would be 
based which should slriow that it had made profits? — Assuming the profits in the 
latter calculation to be unreal^ my objection is, that it is unfair as between persons 
now assured and persons further to assure. 

2493. But they do not calculate the profits of the business which have not been 
obtained at sill ?— No ; but they ought to have in hand such a sum that persons 
coniing in as new customers should be on precisely the same footing as old 
customers. To make that plain, suppose a man assured his life at an age requiring 
a premium of 35 /. ; that he is now at an age that would require an annual pay- 
ment of 40 /., the company ought to have in hand, in respect of his policy, the 
present value of 5 Z. a year for his life; that is to say, they ought to estimate 
the risk under a policy always as a positive quantity ; the valuation which I am 
endeavouring to explode puts down the value of the risk for many years uS a 
negative quantity. 

2494. 1 will take this case : a company has in hand half the amount oi the 
f)remiurns which have been paid, a valuation of its assets and liabilities is made 
out, and credit is taken for the payment of premiums which make it solvent ; 
dof's not the same objection lie against taking credit for the premiums which are 
necessary to make it solvent, that lies against taking credit for premiums as earning 
profits, viz., the objection that the premiums are contingent? — No, because in the 
oi]e case you reckon on an annual loss as long as the man shall live, in the other 
case you reckon on an annual profit as long as the man shall live: the former is 
safe, the latter is unsafe, for if he drop his policy your profits are at an end. 

2495. The question the Chairman put to you was this : A man pays 30 /. a 
year; 20/. is necessary to cover the ribk; 10/. is necessary to earn profits : why 
are you to say that calculating on receiving the 20/. is right, although it is contin- 
gent, and calculating on receiving the other 10/. is wrong, although it is only con- 
tingent on the same condition on which the other 20/. is contingent ?— The great 
objection is, that the one is safe and the other unsafe. 

2496. Ghaifrman.'\ 
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2496. Chairman.^ Is there not this clear distinction, that you put in the one J.A. Higham,EB^. 

case a contingent receipt against a recognised risk, that being for the company 

the only question, and in the other case you put a contingent receipt, which, if 16 June 1853. 
received, still will not go to tlie account as an asset of the office, but as an asset 

expended in the current expenditure, and, therefore, never becoming mixed at all 
with iheir profits, and not divided ?— Yes, 

2497. Is there not that distinction? — ^Yes. 

2498. Mr. ChambersJ] Do you actually estimate the receipt of a sum of money, 
so far as contin}>ency is concerned, as depending at all on the mode in which the 
sum is to be disposed of, it received ?— As regai-ds the bare value of the risk, you ' 
reckon on receiving that which you will receive if the man live ; as regards the 
provision for expenses, you reckon on receiving what you never will receive; it 
would pass by you immediately in expenses. 

2499. I understand you to object, not that they have calculated on receiving 
such a portion of the premium as is necessary to cover the expenses, bat such a 
portion of the premium as would, if received, be profit ? — The two will be in- 
cluded always. 

2500. Therefore I exclude from my questions such portions as may be neces* 
sary to cover the expenses ; I only refer to this, if there is any portion of the 
premium more than enough to cover the risk, and more than enough to pay 
expenses, is there anything unfair in calculating that, because it is contingent, 
more than calculating the payment, that being alike contingent ? — I may put my 
objection thus : we do not charge professedly for profit, but we take certain con- 
tingencies which we cannot include in our calculations, viz., deterioration in the 
value of life, fluctuations in the rate of interest, loss by mortgages, and so forth. 
If I put down the margin for profit as a present asset, I at once undo what I did 
in my original calculation of the premium as a provision for such special contin- 
gencies. 

2501. I will just put one question to you upon the illustration which the 
Chairman put to you : a man is assured for 1 0,000 /« ; 5,000 /. is put down as an 
asset against that, and 4.500 /. is the liability, and the day after, that policy is 
sold, and 200/. is paid out of the till of the office to discharge that liability ; your 
argument is, that the account is then made worse by 700 /. ? — Yes. 

2502. Now, take this case : the account is made out in that way, 4,500/. on 
the one side, 5,000/. on the other; and the day after the Mcount is made out, 
the man dies, and 10,000/. is paid on his policy by the office ; is not the account 
damaged to the amount of 6,000 1. ? — Ith^ da^wage is 10,500 /. 

2503. Now, inasmuch as the account then is not only damaged, but so much 
more damaged by the contingency against which life .tssurance is intended to pro- 
vide, viz., death, than it would be by the eondngency of the policy being sold, 
does not that fact shake your opinioii that the account is wrongly oMde out, 
because it is liable 10 be shown wreng ia a particnlttr insiaoce by a subsequent 
event ? — I do not think that case she^ws the aeoount to be wrong ^i my caae is that 
of a voluntary surrender. 

2504. You pay 10,000 /. on a liability, which is only estimated at 4,500 /. ? — . 
That is one of the ordinary contiagencies calculated upon, viz., death 

2505. Why should the other not be so too? — We have not the means of cal- 
culating it. 

2500. Do ycu mean to say that liife assurance does not calculate upon the 
chance of a policy being sold t^ the office ? — ^We have not the means of calcu- 
lating that ; we do not know who will surrender, or how many. 

2507. Is it not known there ace certain contingencies which are included in the 
calculation of the tables ? — Yes, juat s«; and that is just ray objection, that the 
calculation ignores the probability of so many policies being sold. 

2508. Chairman.'] But I understood yo<ir answer, in the first instance, thus : 
that suppose 4,500/. is put down as a liability, and that only 5,000 /. is put 
down as an asset, omitting the 500/., still if 200/. were paid on the next day, 
the account would be 200 /. worse after the liability had been discharged than it 
was befoi'e? — Yes. 

2509. But I understooil you that 4,50a/. was the fair and legitimate value of 
the risk for which yxmv premiums had been paid, and fbr which your calculations 
had been made?— Yes. 

0.55. E E 2 2510. Then 
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J. A. Higham, Eiq. 25 10. Then your objection to it was only to crediting the account with 500?., 

which was put down as damages afterwards ? — My objection goes beyond that : 

i€ June 1253. a sound calculation would not take as an asset the value of the risk on the 
policy. In the supposed case, any company, valuing soundly, would have some 
300/. in hand, reserved expressly as its liability under that policy, and then the 
surrender of the policy is a gain to the company. 

2511. In what form would that 300/. come out ? — It would appear among the 
items of the value of existing risks, as a liability. 

2512. But on one side you put the value of your risk at the moment, and on 
the other side you put the value of your premiums exactly calculated to cover that 
risk ; in what way would you make the balance in favour of the company ? — Some 
offices put down, on the one hand, the value of their engagement to pay the sum 
assured ; on the other hand, the value of the premiums ihey have to receive ; others 
simply put as a liability the value of tlieir risks, taking the difference between 
the two quantities. 

2513. In that case the difference between those two quantities would be the 
margin for expenses and profit r — No ; because in making their calculations they 
would throw off from the premiums receivable such margin ; I am supposing the 
case of what I call a sound company. 

2514. In the case of paying the whole loss in case of death, the only dis- 
advantage which you suppose the company to labour under in that case, over and 
above what it had a right to expect, and what it had provided for in its premiums, 
would be simply the 500/. which had been anticipated as future profit? — In the 
one case they lose the 10,000/. and the 500 Z. ; in the other they lose the 10,000/. 
less the 300/. I am speaking of how the account will stand in the morning of the 
day and in the afternoon of the day. 

2515. Mr. Cowan.] You have expressed a very decided opinion in favour of 
the publication of certain accounts, or, rather, facts deduced from the accounts of 
a company ; will you be so kind as to say to whom you conceive those accounts 
should be submitted, with the view to an opinion being taken upon tliem ? — To 
no one. 

2516. With whom would you propose that they should be lodged? — ^With the 
Registrar of Joint Stock Companies. 

2517. Without any opinion on the part of the officer — I would not permit any 
opinion. 

2518. Have you any form prepared which you would recommend to be adopted 
to bring out the facts '( — ^The form of the Equitable Society, which is mentioned 
in the Report of the Committee of 1844, I think would answer the purpose. 

2519. I suppose that form is much more minute than the one that appears in 
the published accounts returned to the Registrar-general ? There would be simply, 
on the one hand, an account of the policies, the premiums payable on them, and 
a classification of the ages ; and, on the other hand, the assets, stating particulars 
as to their nature. 

2.520. But of course the position of a respectable office would depend on the 
valuation, which would be worked out according to the materials that wouhl be so 
furnished ? — Yes. 

2521. How would you propose to arrive at that valuation ? — I would let the 
inquirer make it out for himself; if you allow the company furnishing tiie account 
to append a valuation, the Government will become publishers ofputfs. 

2522. Having attached great importance to the publication of accounts, do you 
conceive the majority of the public would be sufficiently enlightened by the mate- 
rials being furnished in the way you indicate, allowing that portion ot the public 
not cosnpetent to the task to work out a solution of the problem as to the position 
of* each and every company r — I think if such a return were made, wc should very 
soon have a publication by some one or other, containing a valuation of all the 
accounts; and such a valuation would of course be made according to one rule, 
because one man may be supposed to do it ; but if the offices are allowed to 
append valuations for themselves, some will be done upon one principle and some 
on another, and the cautious companies would show to a very great disadvantage 
when compared with other companies whose opinions are in favour of the new 
.^vstetn of valuation. 

2523. Mr. 
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2523. Mr. Chambers^ Would there not be a good many valuations published j jf^ffi^^am Em, 
on different principles ? — There might be ; but if any one m?ide a valuation of the ' ' 

whole upon one principle, we should be enabled to judge of the relative position 16 June 1853. 
of each oflSce. 

2524. Chairman.'] Of course, with those facts, no company could be flagrantly 
insolvent without its being known to the public? — No. 

2525. Mr. Cowan.'] As you referred to one or two cases which have occurred 
within the last month, involving great insecurity to the public, can you furnish, 
either from your own knowledge of actual cases which have occurredt or on the 
general nature of the accounts put forth, a vidimus, or exposition, of what you 
conceive to be ttie faulty working up of the accounts? — I think in the description 
I have given you will find all you desire. 

2526. Chairman.] Does this occur to you as one reason, at all events, in favour 
of the anticipation of future profits, that if the profits arise they are profits on 
business actually in existence, and they are profits therefore which ought in equity 
to be appropriated to those whose premiums they are, and not to those who come 
in afterwards, and who do not assist to make those profits ? — I do not think it fair 
at all, that persons at this moment assured in a company should spend both pre- 
sent and future profits; let them spend at the end of 1853 ^he profits earned in 
the year 1853. 

2527. But if, on a valuation in 1853, ^^^ existing policy holders by the pay- 
ment of their premiums would not only cover the risk which the society has 
incurred, but leave a balance, why should the division of those profits be left 
until a time when there are a great many members of the society who have not 
assisted in earning them, and who are not equitably entitled to share them ? — I 
think a great deal too much is made of the labours undertaken by the early 
men)bers of an assurance company ; it is true they bear, or ought to bear, heavy 
expenses in proportion to their premiums, but on the other hand, they have a 
great advantage in the small mortality to which the society is subject in early 
years, and I think if a company went on from the first, paying every year the ex- 
penses incurred in the year, and appropriating only the profits earned in the year, 
that in the long run the interest of all parties would be fairly adjusted. 

2528. Mr. Chambers^] Do you object to a surplus account, by which the pre- 
liminary expenses, which are so heavy, should be spread over a number of years? 
—Yes, I would have all expenses paid when incurred. 

2529. Then would not you charge the early members of an assurance com- 
pany with the whole expense of setting up a very costly apparatus, and putting it 
in motion, depriving them of the profit which their own premiums undoubtedly 
might earn ? — Let them have those profits when they are earned. 

2530. You think that ten years afterwards an account should be made out, on 
a principle which should give them that profit which they had earned, as distinct 
from those who come in afterwards? — To take your illustration, the premium 
supposed affords \oL a year profit in the year 1853, ^"^ ^^^ company should 
spend the 10 /. earned in that year ; it should not spend all the sums of 10/. that 
ever may be earned on that policy. 

2531. Chairman.] Suppose they divide the profits now, on the principle that 
they are entitled to the profits arising from their own premiums, and that any 
number of them either should die the following year, or give up their policies, 
would they not directly have anticipated profits which would be to the disadvan- 
tajze of future assurers, and which could never be gained? — ^The contingency of 
death is reckoned on, and would not dama«;e the account as regards the sum 
assured ; but it would as respects the bonus additions, allotted out of the future 
profits. 

2532. Although the contingency of death is provided for, any profit that may 
arise from their policy is not provided for ; and would not a cfivision of profits 
which arc never earned injure the general funds of the society, and its security 
for the payment of its intermediate and future risks ? — Undoubtedly it would. 

2.533. Mr. Cowan.] You have expressed the opinion that every company ought 
to have a paid-up capital ; do you conceive that that paid-up capital should be the 
same in all cases, whatever the extent of the company ? — As a matter of opinion, 
I hold that the capital ought to vary, and ought to have reference to the probable 

0.55. E E 3 amount 
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J. A. Higkam,E$^. amount of the coropany's engagements ; but the caution money, I consider, should 

be the same in every case. 

16 June 1853. 2534. What sum do you think would be sufficient as caution money ?— I think 

1 0,000 Z. would be sufficient. 

2535. Chairman.] That is the sum you mean to be set aside in the hands of a 
Government officer ? — Yes. 

2536. Mr. Cowan.'] The office you represent is one of the oldest in England ? 
— Yes ; there is but one older. 

2537. Which is that ? — The Amicable. 

2538. You carry on the Ixisiness of insurance against fire, sea risks, and on life ? 
—Yes. 

2539. Did your office carry on those Yarious departments simultaneously from 
its earliest institution ?— Sea asr^urance was the original business of the company ; 
the life and fire businesses were taken up in the year follouing, viz., 1721. 

2540. Do you think there is an additional risk to the public from so many dif- 
ferent elements as in sea, fire, and life insurances being mixed up? — I think 
the risk is not nearly equal to the advantage from the diminution of expenses 
which results from our having one board of directors, and one house, and from 
many other expenses, being in common, and divided between three departments. 

2541. Is it not the fact, that for the last few years the sea business has gene- 
rally been « very disastrous oner — A few years ago it was disastrous; but now 
it is recovering, it is profitable. 

2542. You informed us that the Royal Exchange Company was originally a 
proprietary company, but on life assurances you give oflf a considerable portion 
of the profits of that part of the business; may I ask what proportion that is? — 
Two-thirds of the profit on all present life business ; not simply on the participating 
business, but on all life business; with reference to that point, I should like t» 
observe, that some companies, which profess to give very large shares of profits to 
the assured, first of all pay the proprietors for the guarantee of their capital, so timt 
a company wliich professes to give most to the policy holders may not in reality 
do so. 

2543* What table of rates do you use ? — ^We use Davies's Tables of Mortality, 
founded on the experience of the Equitable Society. 

2544. May I ask what rate of interest you assume in your calcolations for the 
improvement of capital ? — Three per cent, in our annuity affairs, 3^ per cent, in 
our life assurance ; but our calculations do not require us to make 3 per cent., 
because the margin for profit would admit of our making much less interest. 
It comes to the same thing, whether we take 3^ per cent, interest and put on a 
large margin, or take 3 per cent, interest and put on a small margin ; the com- 
mercial consideration determines the amount of our premiums ; the mode of calcu- 
lation is a matter of official convenience. 

2545. From the state of the money market within the last few years, do yoi^ 
not believe that there will be an increased difficulty with assurance offices in im- 
proving their capital to advantage ? — ^I think that is a point that we ought to have 
in mind ; we are quite prepared for that. 

2546. Mr. Chambers.] What capital have you got paid up ? — A little under 
700,000/. 

2547. Have you ever spent a shilling of it to pay losses ? — I cannot say ; my 
memory (miy goes back over a very small part of the company's experience ; 1 
presume not. 

2548. What is the use of a capital, then, to provide for those special contin- 
gencies which you hinted at in the early stages of assurance societies, and which 
130 years have not furnished your office with an instance of? What are the con- 
tingencies? — I mean such, for instance, as the conversion of the national debt, 
and a general reduction of interest* 

2549. I^ ^^^^ ^"^ ^^ ^^^ contingencies you think ought to be provided 
against? — That is a possible contingency which ongbt to be borne in mind. 

2550. Mr. Cowan.] You have been in the habit, in your various branches of 
assurance, of paying a duty to the Government on your own returns, as in the 
case of the stamp on fire policies r— Yes. 

2551. Da 
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2551. Do you believe it might be advantageous that you should be allowed to j.A.Higham,Esq. 

have ihe same privilege, with regard to the duty on life policies, which you are 1 

aware is proposed to be very considerably reduced by the new tariff ; do you 16 June 1853. 
think, if assurance companies were to give in returns to the Government of the 

amount of duty on those life policies, in the same way that fire insurance offices 
do on fire policies, looking to the advantage of information as to facts, that might 
afford valuable information as to the amount of bu&iness carried on by life 
assurance companies ? — I do not think that information would be of any value ; 
it would simply show how many policies the company is issuing, or rather how 
many stamps the office buys, for it might buy policies and tear them up. 

2552. You are aware that it is proposed to be an ad valorem duty ? — Yes. 
^553' Supposing the offices were to give in a return of the actual amount of 

assurances they had effected, the aggregate of all that would give the informatioDy 
inasmuch as the amount of duty would indicate exactly the amount of business 
done, would it not? — No; because the company might buy a great many stamps 
and tear them up, with a view to the appearance of a large business, if they knew 
that the return was to he published. 

2554. Would not the same objection apply to invalidating the returns furnished 
by fire insurance offices ? — ^No, it would be a very costly business to run up an 
amount of fire duty in that way. 

John Hornby^ Esq., called in ; and Examined. 

2555. ChairmanJ] ARE you in favour of a fixed sum of money being paid into /. Hornby, Etq. 
the hands of the Government as a test of and security for the bondjidc intentions 

of the promoters of a new company ?- Decidedly not. 

2556- What office are you actuary of? — The Prince of Wales Office, 105, 
Regent-street. 

2557. Is that a mutual or a proprietary office ? — It is at present a proprietary 
company, with a small paid-up capital. 

25.38. How long has it been in existence ? — About 18 months. 

2559. You have a paid-up capital ? — We have a paid-up capital of 1 0^000 /« 

2/>6o. But you say you are adverse to have a capital ? — No, I am not adverse 
to having a capital ; I am adverse to paying it into the hands of the Government. 

2561. The question I meant to ask was, whether you were in fayour of a paid- 
up capital ? — I am in favour of a paid-up capital ; a small one, not as a guarantee 
ef the bona fides o£ ihe undertaking, but l)ecause the business will increase much 
more rapidly with money than without it ; the same amount of business will be 
done in three years that would otherwise be done in six. 

2562. What you want a paid-up capital for is for the purpose of being used 
foi* promoting the business ? — For the purpose of being used for promoting the 
business, for establishing branch offices, and starting the company as it ought to 
be started. 

2/)63. Who do you propose should subscribe the capital ; the promoters ? — No, 
a proprietary. We have the power of paying off the proprietors in five years, 
if it should be deemed advisable, but our proprietors in the mean time are liable 
to the loss of 10,000/.; in fact, they are liable to the loss of twenty times that ; 
they sign a deed for 200,000/., and pay u|) 5 per cent. 

2564. Your subscription capital is 200,000/., and the paid-up capital only 
10,000/.? — Yes. 

2565. Biit the proprietors are liable to the full amount? — ^They are liable to ihe 
full amount. One reason why 1 object to the capital being paid into the hands 
of the Government is, that it is usual for new offices, since 1844, not to allow 
their proprietors less than 5 per cent. ; I presume the Government would not pay 
them more than 3 per cent, for the inoney. With their capital they might create 
a large portion of their business, for we may doubt whether they would spend the 
whole of the 10,000/. in establishipg ihe company at first. Some companies 
create a considerable portion of tlij^ir business by investing their money upon 
personal security. They have the security of three parties, the borrower, and 
two sureties, and they make a veiy large interest for their money by that means. 

2566. Is there not always a corresponding risk where a high rate of interest is 
received ? — There is a certain risk, but in this case it does not correspond with 
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J. Hornby^ Esq, the rate of interest ; practically, very little money has been lost by that mode of 

investment. • 

16 June 1853. 2567. Do you mean you have no other security than the personal security of 

the principal borrower and two bondsmen ? — Yes, the principal and two sureties. 

2568. Then everything must depend on the care with which those loans are 
made, and the securities taken ? — Everything must depend on that. There are 
societies in London and other large towns where you can ascertain in half an 
hour the respectability of a man, and his means of paying. 

2569. How long has that practice been in extensive use ? — I do not know 
exactly; I should think eight or nine years; long before the formation of the 
company I represent. 

2570. Do you think that any great number of offices invest their capital to any 
important extent in that way ? — Many offices of undoubted standing and respecta- 
bility do so. Not long ago one of the oldest offices obtained permission to employ 
their money in that way instead of investing it in Government securitie?. They 
had difficulties to contend with, but they succeeded, and the consequence was, that 
their new business in the following year was something like 12,000/. in premiums, 
whereas it had been under 2,000/. 

2571. How did that increase of premiums arise; do I understand that the party 
borrowing not only gives security for the sum borrowed, but that he assures his 
life also ? — Certainly. 

2572. Then he pays 5 per cent., and the premium on the life assurance be- 
sides? — He pays 5 per cent, on the loan, and the premium on the life assurance 
besides, the policy for which is retained by the company unlil the loan is paid ofi*. 

2573- What rate of interest would the two together amount to, upon an average I 
— Supposing the policy to be valued as worth nothing, and the premium cal- 
culated in addition, the interest would be very heavy, indeed ; it would amount 
probably to 15 or 16 per cent. ; but the parties who go to an assurance company 
generally contemplate continuing the policy after the loan has been paid oftj 
otherwise the per-centage would be very high. 

2574. Is it the case in some offices, that after the loan is paid off, the policies 
are continued ? — I think, from my experience of other offices besides my own, 
that about two-thirds of them are continued. 

2575. Has that experience gone over a number of years ? — I was seven years 
in one of the best of the old offices, and I have been about two years in my 
present one. 

2576. Did the old office in which you were do business of that kind ? — No, 
not at that time ; I was acquainted with many that did, and they did not invest 
their money in Government securities or mortgage. 

2577« I suppose the object of making loans of that description is two-fold ; 
first, to employ' their money; secondly, to induce new business?— Yes; or prin- 
cipally to induce new business, 

2578. Are you in favour of furnishing annual accounts ? — I hardly understand 
how I am to answer the question. If nothing had been done hitherto I should 
not be in favour of furnishing accounts to a government officer, but as the system 
has been commenced I am in favour of its being continued. 

2579. -^^"^ y^" ^^^ opinion that the present mode of furnishing those accounts 
is satisfactory ? — Not in all cases. 

2580. Could you suggest any uniform form that would make them more satis- 
factory ? — I should be very sorry to suggest a form unless 1 thought it was to be 
compared with others ; I think the best course would be, for the Government to 
ask every actuary to submit a form, and to select one. I think the plan Mr. 
Higham mentioned would be good in one respect, it would procure a statement of 
facts ; we should learn more from a few fucts than from a regularly compiled 
account. 

2581. With regard to those offices which are doing a large business of a smaller 
description, the expenditure in those offices is very large, in proportion to the 
amount of premiums ? — Yes, in some. 

2582. Do you think there is any justification for that expenditure being so 
much larger ? — It has been Iftrge in some instances, but 1 think there is a justifi- 
cation for that ; I know of one company who two or three years ago commenced 
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industrial business in a most praiseworthy manner, and tbey have since reduced J. Hom^, Esq% 

their expenditure very much indeed, and have obtained an average in the number 

of lives assured such as no other company has ever done in the time. '^ •'""* *^53- 

2583. Do they charge higher premiums for the increased expenditure ?— I can 
only answer for my own company, and they do. We have gone a step beyonci 
mere small assurance policies, and have issued policies, of which Mr. Neison has 
spoken here, viz., sickness policies, assuring an allowance in sickness under a 
stamp. There is additional expense in collecting the money, and in the case of 
my own company, that is provided for by a higher rate ; and the expense of 
collecting is not so great as it is supposed to be. The principal expense is in first 
bringing the subject prominently before the notice of the working classes in every 
town ; it requires lectures, and even placarding the town to attract their attention. 

2584. Then yours is a mixed office, on the principles of life assurance and 
what may be called friendly societies ? — We are not under the Friendly Societies 
Act ; the proprietary are liable for the losses in the sickness department also ; they 
transact the business on their own account, and issue policies under a stamp, 
which the friendly societies do not. 

2585. What proportion of the premiums received do you think a company 
might safely spend within the year? — I think there is a very sound test, which 
might be applied to every company, if we had the means of knowing what their 
new premiums and their expenditure were. A company could not be going 
towards insolvency if they only spent the amount of their new premiums, it 
Mould be a very useful test to apply. If the amount of premiums which they 
receive on fresh business in each year exceeds their expenditure or is not less, 
they must be progressing favourably, because, on the smallest margin they can 
afford to spend their first premium on a policy. 

2586. You think they can afford to spend the whole premiums of their new 
business in each year? — I think tbey can afford to do it; I do not know that 
they ought to do it or need to do it, when the business gets to be large, but tbey 
would be safe in doing so. If a company spend much more than their new pre* 
miums each year, whatever the wealth or standing of the company may be, they 
must go down with such a company, every day they take new business ; unless 
they take sufficient to pay their annual expenses, they are doing an injury to 
their old policy holders, as their premiums could be collected for a small per 
centage. 

2587. Then, at all events, the expenditure ought not to be greater than ihehr 
new premiums ? — It ought not to be greater. 

2588. Looking at the provisions of the Act of 1844, have you any suggestions 
as to any improvement in new legislative enactments as compared with that Bill ? 
— ^I do not think the Act of 1844 h^^ attained its object, and I have understood 
this Committee to be of the same opinion. I have never thought or heard of any 
suggestion that would bring about the very desirable object of knowing whether 
an assurance company was solvent or insolvent. I think the amount of policies 
taken from the office each year should be furnished to the Government. We will 
presume the office has existed for five years ; each year's premiums should be 
furnished, and also their then income from premiums, because some of their 
business will have lapsed, the amount for which they are liable on policies, and 
their real assets ; and I think you would get at an account which would be more 
satisfactory to the public than you could get from any of the forms already sub- 
mitted, from the statement of those simple facts. 

2589. You would rather rely on the statement of those facts, than upon a balance- 
sheet? — Yes, I would rather rely upon a statement of facts very much, as Mr. 
Higham has mentioned ; but it is exceedingly difficult to effect the object ; it 
would be so easy to evade the Government officer's requisitions even then ; in 
fact, you cannot legislate for dishonest companies. 

2590. Do you think that the public mind is in any state of uncertainty, on the 
subject of life assurance, which it would be advantageous to reniove ? — I do, 
decidedly ; I think a great deal of alarm has been created in the public mind, not 
by this Committee, but by the use which has been made of the controversy which 
has taken place generally ; and by the various charges and countercharges the 
confidence of the public has been shaken, not only in the new companies but 
in all, so that there has been a less aggregate amount of assurance business trans- 
acted. 
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J. Hcmt^r^* 2591- H^ ^^ that controversy been going on for a long rime, and wm it not 

becking hotter and hotter before this Committee was thon^t of I — Decidedly so. 

16 June 1853. 2592. Was not that controversy gradually leading the public mind to a state of 

uneasiness on the subject of life assurance ? — ^It was. 

2593* Was it not then extremely expedient that some means should be taken, 
by an inquiry of this kind, to bring that controversy to a test, so that the public 
might judge for Ibemaelves whether there was anyUiing in the allegations or not t 
— ^I think so ; and there is a great dread abroad, I believe, among the public 
who understand the subject, that nothing more than a Report will arise irom this 
Committee. I think their opinion on the subject is this : they think the Act 
of 1 844 did not effect its object, but that it would be wrong to do away with it 
now^ and that the fair method of dealing with old and new offices would be to 
make the cdd offices return their accounts under the Act of 1844, and that ev^ry 
particular required from a new office should be required from them. 

3594. You think, whatever terms or restrictions the Legislatare may think it 
wise or necessary to impose, should extend to all companies alike ?— Yes. 

2595. And you think, if there is no legislative distinction between difiereot 
companies, a great deal of the source of the controversy nhtch has existed would 
ceaise ? — ^I diii^ so ; I am not for a moment speaking of the racMives of the 
officers of the old companies who have commenced this agttatioa, but they have 
have attempted a great injury^ and justice requires that we should be oiabled to 
lee their accounts. 

2596. And therefore it would result in this, that you think ail companies 
ought to be put on the same footing ? — I think all companies should be put on 
the same footing ; and if the Government should decide on ouikang a company 
at its mere starting pay up 1 0,000 /• into the hands of a Oovenunoit officer, 
then the sum of 50,000/., or the sum of 100,000 2., should be required of some 
companies : it is possible for a comfmny to he flourishing for 30 years, and at the 
end of 60 years to be in a state bordering on insolvency ; the one set of com- 
panies require as much inquhy, if any inquiry be required, as the other. 

2597* I thought you were against any sum of money being put into the 
hands of a Government officer ? — I am ; I should require a capitd, and I have 
given the Committee a reason for even the old offices payii^ up a portion of dieir 
funds ; although I doubt whether, if a capital were paid op, it would be a test of 
their security, unless you could find a sufficient cneck to prevent a company 
which has paid up 10,000/. incurring more than a certain amount of liability. 

2598. You say the public are alarmed lest this Committee should make no 
Report ? — Not that they shall make no Report, but lest they should not legislate, 
or recommend legislation. 

2599. ^^" think the pnblic are anxious that we should legidate } — I think 
that the public are anxious that some such decision as I have alluded to should 
be come to ; viz., that the act of 1844 should be repealed, or applied to every 
life assurance company in existence* 

2600. But you think that there is an uneasy state of feeling in the pubhc 
mind, which would be better satisfied 1^ the Legislature applying itself to scm^e 
attempt lo improve the law as it now stands ? — Yes, and for this reason : the 
ccmtroversy, or radier the speeches which were made in the House itoel^ when 
die question of this Committee was first mooted, have been ciioulated through 
the country by the old offices ; by one in particular at the present laement, 
although thev have been apprised that there were serious mistakes mwit. In &ct, 
the OHintry has been deluged with statements, to which the old offices attach the 
authority of the House of Commoas. I do not know that they ha^^ ceased to 
ciroukte them at the present moment. 



Digitized by 



Google 



SELECT COMMITTEE ON ASSURANCE ASSOCIATIONS. 227 



Ltm^', 2ff die Jurm, 1863. 



MEMBERS iraiSENT. 



Mr. WUsoo. 
Mr. Muntz. 
Mr. Bf nlllngB. 



Mr. Henley. 
Mr. Glyn. 
Mr. Cowan. 



JAMES WILSON, Esq., iir the Chair. 



E. «/. Farrenj Esq., calfed in ; and Exannined. 

2601 . ChmrtmmJ] IN what offiea are jwl Actuary r -^ am aasoeialed with my E.J. Farrenf £•«[. 
fother in conducting the Asylum Life Office. 

2602. U tkat aa old office ?— Yea. «o June 1853, 
26as, When was iteaubltshedl? — It was estmUkbed in the year 1824. 

2604. Upott what principle was il establbbed? — On the pure proprietary 
principie. 

2605. Does that still coottnue the case ? — ^It entirely confines itself to pro- 
prietary busiaeas. 

2606. What anoantof capital was ambscribed ui the first ioslaoce ? — £.60^000. 

2607. Was that subscribed or paid up? — Paid up. 

2608^ Were there no more subaanptions? — There wa$^ 240^000 /• 

2609. There was a subscription ci^pital of 240,000 /.» and a paid-up capital of 
60,000 L? — ^Yes* 

2610. Has that amount been increased since that time ? — No ; it has been kept 
uniform. 

2611. You have not accumulated any reserved funds beyond that? — As pro- 
vision for policies we have. 

2612. That is simply for your ordinary stock in hand for contingent risks? — 
Yes. 

2613 It has been the practice of the office to divide all its profits, has it? — 
Yes, in one sense. 

2614. In what way is the 60,000/. employed ? — It is employed in Government 
securities. 

2615. It is invested in Government securities? — In Government securities. 

2616. And in the name of trustees ? — And in the name of trustees. 

2617. So that the directors have no power over it? — Have no power over it. 

2618. Do you therefore keep it as a reserved fund against any contemplated 
liabilities ? — "fes. 

2619. Do you approve of the principle of offices starting in the first instance 
upon a paid-up capital ? — Decidedly. 

2620. On what ground do you consider that necessary? — I consider that it is 
implied by the very nature of assurance calculatioos ; I consider that the question 
of capital and no capital is precisely the question of dependent and independent 
risks. 

2621. But ought not the premium of the office, if properly conducted, to be 
equivalent to the risk ? — ^There is no state of calculation that can thoroughly pre- 
dicate that ; it is only, for instance, in lotteries where that can be absolutely stated. 
For example, in a lottery, the drawing out of the prize by one man prevents the 
drawing out of that prize by another, and thus relieves the office-keeper from 
having any capital of his own. So that if he be content to transact business for 
five per cent., all he has to do is to charge guineas instead of pounds. In lottery 
phrase the pounds were called the tallies, because they necessarily tallied \\ith the 
amount of the claims, and the shillings were called the loading, because they gave 
the lottery-office keeper the same advantage that loaded dice do to the gamester ; 
but in assurance offices the risks are independent ; the death of one man does not 
relieve the office from the death of others. 
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£,J. Farren, Esq. 2622. Under the most careful computation based upon averages, there may be 
I Q~~ * state of circumstances arise so disadvantageous to the office, that they may 
require more than any ordinarily computed premium would cover? — Yes; I con- 
sider the average is no more an exact quantity than the time of individual deaths. 

2623. You do not agree with those witnesses, then, who have stated that the only 
purpose for which a paid-up capital is required, is as a test of the bona fides of 
the parties promoting the company ? — I do not 

2624. You also consider that one purpose ? — One purpose, and I should con- 
sider another purpose the keeping the averages steady. 

2625. Upon your principle that a capital is required as a security for unex- 
pected losses, does it not follow that the capital ought to increase in proportion to 
the amount of business ? — Not if it was of a sufficient extent in the first instance; 
if it be<ran by being very small, it would be a matter of prudence that it should 
increase to a certain extent. 

2626. A sum of 60,000/. would form a very small portion of the entire risks of 
some of the larger offices? — It would ; it is not intended that a capital should be 
absolutely a guarantee irrespective of premium, but merely a protection if the 
averages themselves should fluctuate between very great extremes. 

2627. Have you ever been obliged to infringe upon your capital to make up for 
losses? — No. 

2628. According to the present state of your calculation and experience, is there 
any probability of such ever being the case? — There is always a possibility, and 
that is why we keep it intact. A result may be probable, and a person may win, 
but that does not relieve him from the obligation of providing his own stake. Many 
offices have been established without capital ; the probabilities have been in their 
favour; they have run the risk and won; but if, instead of 100 or 200 offices, 
there had been 1,000 or 2,000 offices, I imagine there would have been several 
instances of need of capital. 

2629. You speak rather of the possibility than of the probability ? — ^Yes ; be- 
cause ours is a doctrine of possibilities, we call improbability a very low degree of 
probability, or possibility, and thus use the same term throughout ; it is merely 
one convenient phrase, instead of using two long ones. 

2630. Mr. Henley. ] With reference to the necessity of paid-up capital of some 
kind, that would also be necessary at the commencement of the office where the 
number of insui*ances may have been small ? — I have made some calculations upon 
that very point, which I should be glad to put in. 

2631. AH calculations of averages on risks must have assumed a certain number 
of parties ? — Yes. 

2632. Until that certain number of parties may have entered into assurances, 
the principles of the offices do not directly come into play? — Just so; I wish to 
hand in a paper upon this subject, which is a '* Statement in illustration of the Risks 
incurred by Mutual Insurance and Benefit Societies, if without other resources at 
commencement than the amount of premiums receivable: — If 100 risks of )Oo2. 
each be accepted at a fair premium of 1 /. per cent for the year's risk (independ- 
ently of expenses), the premium-money will be 100/., and the liability 10,000/. 
The resulting probabilities of gain and loss will tlien be as follows : 

" Probability. 

*^ *366 of deaths ; that is, of gaioiog the whole premium-money. 

** '370 „ 1 death, neither gaining nor losing. 

*' *185 „ 2, or losing 100/. beyond the premium-money. 

*• -079 „ 3 to 100, or losing 200/. to 9,900/. beyond the premium-money. 

^'Certainty 1-000" 



That would be on 100 risks. If you go on to 200, you would find the probabilities 
-of loss get less and less; so to 500 ; so on to 1,000. Still there is always a 
^degree of risk remaining, that some small capital to regulate the averages in 
some degree might be necessary ; and the more so because, however extensive a 
company might be at one time, yet by the cessation of its members, it might fall 
below the necessary number at another, and therefore you could not strictly ex- 
pect to keep faith with the last man, unless you had some extraneous capital to 
^juarantee that at all events he should have the sum assured by him when he died. 

2633. Can 
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2633. Can you state to the Committee what is the ordinary number of persons E. J. Farren, Esq* 
assured, upon which the calculation of an average premium is founded ? — ^That 

is a mooted point amongst actuaries. 20 June 1853. 

2634. I know it is ; and I want to know whether you are prepared to state 
any opinion, whether you would take 1,000, or 2,000, or 500? — My own 
calculations decidedly point to about 1,000; considering the average rate of mor- 
tality at about tw o per cent., I should not look, myself, for any great steadiness 
of averages under that number: the smaller the number, however, the more 
likelihood there is of an exact result in one sense, because, if you are to have one 
death or two, the amount may be the more easily exactly rectified. 

2635* Chairman.] The more numerous the risks, the average will be worked 
out always with the greater certainty ? — The steadier ; but I should like to state 
that the steadiness would only be a matter of per-centage ; it would not be the 
absolute amount* If you dealt with a million, you might expect perhaps the de- 
viation to be an eighth per cent, of the million ; but however much you work out 
the averages, the deviation itself may increase, though the proportion decreases. 

2636. Supposing you had 10,000 policies representing 100,000/., would your 
average not be much more steady than if yuu had 5,000 policies representing the 
same amount ?— Decidedly. 

2637. In that case would not the per*centage be much less ? — Yes. 

2638. Therefore it is a case of per-centage r — Yes. 

2639. Mr. HenleyJ] That is, assuming always that the same amount is divided 
•amongst a larger number ? — Yes. 

2640. Chairman.] Is it not the case that particular offices, when they find 
their risks high, divide those risks by re-assuring in other offices ? — ^They do so. 

2641. ^r.Muntz.'] You said that you had a paid-up capital of 60,000 /. ? — 
Yes. 

2642. Do you consider it necessary that every company should be established 
w ith that sum ? — Not the sum of 60,000 /. 

2643. What sum do you think it requisite that they should have ? — I should 
consider that they ought to have such a sum as would be a multiple of the greatest 

single risk they intend to take. I should not think a company ought to put them- 
selves in a position where the occurrence of a single adverse event would place 
them in difficulties. I do not think, for example, that a company should issue a 
4)olicy of 5,000 /«, as a single risk, before they had got 5,000 /., because a single 
adverse circumstance mi^ht then place them in difficulties. It is not until they 
should b&ve paid up sufficient to provide for six, seven, eight, nine or ten adverse 
events, that I should like to advise that they should limit the capital. If they took 
very large risks upon single events, I should say, '* Here are one or two adverse 
events which may put you in difficulties.'* 

2644. Are not the principles upon which they re-assure large sums a guarantee 
against that? — An adverse risk upon any single event would be thereby 

-diminished. 

2645. What do you calculate would be the amount to make it a safe business, 
in respect to paid-up capital? — I could not answer that question independently of 
•connecting circumstances. 

2646. Because it appears to me that there ought to be some relation between 
the amount paid up and the amount of business done? — It would depend upon 
the current of after events. 

2647. You are ready to admit that any moderate amount of money in hand is 
no real guarantee against a large risk ? — It is no absolute guarantee, except to the 
extent that there would be great coufidence in the actuary's mind, that if the ave- 
rages did deviate he would be so far the more prepared to fulfil the guarantee. 

2648. Admitting the principle that, in all cases of large risks, they re-assure in 
other companies, does not that bring it to the same principle ? — It illustrates the 
same principle. 

2649. Have you ever known, in the case of any office that had incurred losses, 
difficulties arise from want of funds already subscribed ? — I should not consider 
the number of offices sufficiently great to afford experience to expect that ; they 
all start with the probabilities in their favour, and it is only when you get to great 
numbers that all species of events are likely to be pourtrayed. 

2650. Is it not then a question of possibilities, instead of probabilities ? — ^We 
are obliged to look at possibilities. 

0.55. FP3 2651. When 
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E. J. Farren, Esq. 265 1 . When we see that there is no instance on record where any company has^ 

failed to realise the intentions of its founders, you cannot call it probabilities, but 

to June i863- possibilities ? — I might mention that there was one case in which there were 
40,000,000 to 1 against a certain event occnrring, which did occur. 

2652. That cannot be called a probability, bat a possibility ?— In that sense it 
is not against probabilities^ but against possibilities, that tfae public insure. 

2653. ^r* GlmJ\ Is the 60,000/. which you have mentioned reserved under 
a clause of your deed, or is it in the option of the directors? — ^Uoder a clause in 
the deed. 

2654. Chairman.'] Has it not happened that offices have been unable from 
their fund» to pay sums which have becone due? — I should i w ag tw e tbeie have 
been cases of that kind. 

2655. Has it not ccwie to your knowledge that officea^ have been obliged to 
borrow money, either from tiieir own directoia or from other persons, upon siKhr 
securities as ^ey had to give» ta find funds f»r the purpose of meeting unexpected 
claims ? — ^That does not corafi within the range of my own experience. 

2656. Is it not the fact that young offices, wi^ a view to meet the difficulties to 
which you have been adverting in your recent answers^ limit for a number 
of years at first the amount of risks which they will take fbr any one life?— Yes, 
and I think it wise so to do. 

2657. It is the usual practice, is it not, fbr jomk^ offiees te limit te moderate 
terma on a single life the risk they will undestake 1 — I believe tfaal is a cenMson 
practice. 

26584 Is not that practice a source of security with the oflke in folfiLUng its 
engagements ? — ^Yes. 

2659. And mitigating the necessity for a paid-up capital to a certain extent? 
— Yes. 

2660. Old offices will accept a risk of 5,000 /., or 6,000 iL, or 1 0,000 /. upon a 
single life, whereas it is the practice of the young offices to confine themselves to 
1,000/.?— Yes. 

266 1 . And you think that a prudent resolution until they have fiinds accumu- 
lated, so that they may not be placed in embarrassment from unexpected losses ? 
— Yes. 

2662. It would be quite possible that an office might be placed in embarrass- 
ment by the falling of ri^, at a period when they were not expected, without their 
ultimate solvency being afieded ? — I think so, if they had the interim means of 
sustaining themselves, and re-taking the position from which they started. 

2663. Supposing their calculation upon the whole were correct, ther6 might 
be one or two fall in at a very early period, which, though embarrassing at the 
moment, might on the whole business of the office, not be the subject of any 
extraordinary loss in the long run? — Yes, that might occur, so mucn so, that I 
should like to read the words of a well-known writer upon the subject. They 
are true upon principle, and as truth is truth, however startling the declara- 
tion, 1 hope I may be allowed to quote them from the work of Professor 
De Morgan, who says, " This much is certain, that an insurance office which 
could really pay only 10^. in the pound, might by introducing a better system, 
or by mere force of circumstances, not only recover its ground, but ulti- 
mately become exceedingly profitable ; but I throw this part of the argument 
(though it shows a strong principle of vitality inherent in the constitution of such 
offices) out of the question, for surely no sane and honest person would trifle with 
important matters, so far as to assert, that the probability of temporary insolvency, 
to be redeemed by the chapter of accidents or prudence when it was wanted, 
should enter into deliberate calculations on which men should b^ invited to stake 
the subsistence of their children.'' — (Essay on Probabilities, p. 252.) 

2664. Has not that reference to the management, rather than to the peculiar 
distribution of the risks? — I apprehend that he includes all those elements in 
such an opinion. 

2665. Do you think that the proprietary principle of companies is better than 
the mutual ? — I do think it is better than the mutual, and I think it is the only 
one that the public will eventually adopt. I have always thought so. I imagine 
that the opposite feeling has been a matter of misconception, which will eventually 
change, and we have been induced, if I may so say, to forego the temptation of 
urging business by granting bonuses, almost wholly in such expectation of change 
of public opinion. 

2665. You 
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2666. You say that no oalcoladon is accurately to be relied upon, bowever E. J. Farrm, Esq. 

correct it may be; that it is a calcaiation, from the aature of the thing itself, 

subject to {K)S8ible disappointment ?— Yes. 20 June t%s^. 

2667. And therefore that the premiuois may be or may not be sufficient to 
meet the losses ; is it not tiie case that premiums are somewhat higher in conse- 
quence of that possibility than they would be if yon could reduce it to au absolute 
certainty ? — ^Yes, it is virtually talniig capital by iMtalments. 

2668. Then does it not appear a very fair principk to adopt, iJiat whereas you 
arc obliged to charge a larger premium than would be absolutely required were 
the calculations reduced to a certainty, instead of t>eing merely reduced to a great 
probability, that while you charge these higher premiums to cover that possible 
risk shoukl the loss not occur, that the balance over aiid above what is stbsoluftdy 
aeceasary^ had it been really aa absolute gvarantee, might be fairly divided 
MsoQ^t the assured ?—«CenainlY; and if they are 'Content that that should be 
die only sort «f guarantee, they have « right to tbe proceeds, because they run the 
risk «r themselves not being paid ; and therdbre their dakn to surphis, if such there 
be, is unasswerable m that respect. 

9669. You Jire alluding tooffioes strictly nutual ? — Yes. 

0670. Supposing offi^ to be parley mutual and partly proprietary, where 
Ihere is a paid-up capital which farni^s a certain deigree of -security to the 
assuMd, and where tki^ also divide a portion of the profits, is it not an advantage 
to the assured, and a ftur thing to do on the part of the offices, when they aie 
avowedly obliged to charge a higher rale than necessary if the result were certain, 
ahould ihml amount of premium not be required to cover the ultimale loss, that 
the balance should be divided amongst the assured ? — I consider that the fmblic 
run -a portion of the risk in that respect by mixing themselves up in contingencies 
of that kind. I think it is merely a ^ro raid matter if the guarantee is merely an 
assumed one, and they take it upon tin condition of such guarantee, and are content 
to run their risk ; but I have endeavoured to show heje, in this paper, that even 
though you charge double the premium, there are still certain risks remaining, so 
that if the public say, ** We are inclined to incur those risks, and we do it with our 
eyes open, and know that at any time we may receive notice that our policies 
cannot be paid because the premiums have not proved sufficient,'* it is open for the 
public so to think. 

2671. You think that a loss lies at some point, and that to where tbe loss lies 
the profit should attain ? — Yes. 

2672. That if the proprietary body pay a capital, and are liable to a larger 
amount, that if the public are satisfied with their responsibility and to take their 
.security, they ought to be satisfied to allow them to receive the profit which 
attaches to the transaction ? — Decidedly ; we have carried out that principle so 
fully, that we ask the public to pay us no more than is necessary to carry on the 
risk from time to time. 

2673. And that if the public themselves are willing to release the proprietors 
Irom that responsibility, and to take the risk for themselves, that they ought not 
to be prevented doing so?— Yes. 

2674. Are you satisfied with the working of the Act of 1844? — No ; looking 
to the causes from which that Act originated, I do not think it has fulfilled its 
purposes. I do not think you can understand what that Act is to do, unless you 
look to the preceding circumstances which brought about that Act. 

2675. What were those c'urcumstances ? — It was a common thing, I imagine, 
amongst those engaged in life assurances at that period, to see that the establish- 
ment of offices was going on at a rate at which it was quite impossible for 
competent aetnat ies to be got fbr the purpose ; there were no existing means to 
train up persons to fill such offices ; and it was generally felt that at laat some 
person would get into the preifeision who would take upon himsetf to issue cal- 
culations which he could not understand, or which, bemg dishonest, he would 
■ot imderslaod. 

9676. Weae ottces beiag established moie rapidly before tbe Act of 1S44 than 
aahseqoeatljr 9 — I •do net know* I am not very learned in the statistics of office- 
«akiii§, bat Ivfaould imagine that perha^ they were. 

.0677. Is it not the kct that sioce the Act of 1844 more offices have been 
wmltiiilrrl, in proporttoo to the time, than were established at any previous^riod ? 
•--4n any ease the Act 4>f 1^(44 has not put such a check as was tboogbt would 
be effected. 

o.fiS. F F 4 2678. Would 
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JB. J. Farren, Esq. 2678. Would you suggest any alteration in that Act for the purpose of more 

-~ effectually carrying out this purpose ? — I should look at the principle that, prece- 

30 June 1853. deni; iq that Act, it was in the power of anybody to establish an office either 
under the name of manager, actuary, or secretary, and to take upon himself the 
arrangement and calculation of finnncial matters, although he had given no 
guarantee that he had at all previously studied or understood such matters, i 
think the Act should have taken up that anomaly, and should not have perpetuated 
it. I have got here a prospectus of the fraudulent company well known as the 
Independent and West Middlesex, and I do not see that under the present Act 
tliere would be any prevention of a recurrence of the same thing. The notion 
of this prospectus appears to be^ that inasmuch as the elder class of companies, 
and the actuaries who conducted them, bad not kept up their knowledge to that 
of the day, because they continued to take exorbitant premiums, that those pre- 
miums might be reduced to a very great extent, and accordingly the present 
projectors have taken the Northampton scale and materially reduced it. They 
further considered that the usual companies were also doing a very profitable 
annuity business, and accordingly the projectors increased the annuities ; but it 
appears that, when they came to consider survivorship cases, not understanding them 
at all, they allowed them to remain almost intact. It was thus shown that grossly 
incompetent persons might establish offices ; for they charged more for sums- 
assured to be payable at the death of a man of 20, for example, provided such a 
thing occurred during the life of another man^ than they did for an assurance 
upon the death of the single life without any such proviso. 

2679. What would you suggest as an improvement of the Act of 1 844 ; what 
would you suggest to remedy the present fault? — I would suggest that the 
Government should in point of fact have an actuary in every office ; and that they 
should either have an actuary of their own, or that they should put themselves 
in communication with the general body or institute of actuaries, so as to refer to 
a register, and thus ascertain the qualifications of the actuary of any particular 
company, upon whom the public were relying for the calculations so made. 

2680. Are you in favour of Government inspection ? — Yes, I should be ; I con- 
sider that the most favourable way of carrying that out would be, that the Govern- 
ment should have a veto as to the appointment of any particular person as 
actuary. I do not know that it would be possible for the Government to carry 
that out themselves in a direct form, but they might indirectly, through a pro- 
ficient body of men. I find, for instance, amongst the Treasury Minutes, there is 
a minute of this sort, which I think might very fairly apply elsewhere : *' My 
Lords are pleased to direct, that before the appointment of any clerk shall be con- 
firmed, an examination, in such manner and form as one of the secretaries of 
this Board shall think best calculated for the purpose, shall take place, and the 
result be reported to my Lords." I think, therefore, that before anybody was 
allowed to be appointed as actuary to a particular office, there should be at least a 
veto placed in the hands of the Government ; that is to say, the Government might 
require fair evidence why such and such a gentleman was about to be appointed 
to hold the office of actuary, and thus judge whether he could show sufficient 
reasons why he should be so. 

2681. That minute has reference to clerks employed immediately under the 
Government ? — Yes. 

2682. Would it not be a very proper precaution, for every office, before it 
appointed its actuary, to see that he was a man, by examination or otherwise, 
who should have their confidence ? — Yes. 

2683. But when the 60,000 /. of stock is actually paid up, or a larger sum, have 
you not there sufficient security that they have got a competent man to advise 
them upon such an essential thing as the fluctuations of a life office ? — I shoiild 
think so, if there were companies only of that class. 

2684. Supposing it was necessary that every company commencing business 
should have a paid-up capital, would that not be a sufficient guarantee, that the 
directors who paid up the capital would take care to pet proper persons ? — 1 
think they would to the best of their ability, but then I am not sure that the 
opportunity of exercising that ability would always be of the freest kind. It more- 
over has an indirect bearing upon the humbler classes, namely, friendly societies^ 
widows* funds, and other provident institutions, where they are led by tne opinion 
of persons who might not have passed through any ordeal at all. 

2685. But 
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1^685. But there you have tables certified by a public officer ? — ^They are not E. j. fVrrfcii/Esq^. 

obliged to have them so certified. 1 

2686. Are they not obliged to have tables certified? — They may or may not ao June 1853. 
have them certified by any gentleman calling himself an actuary of five years' 

standing. 

2687. But are these tables not certified by a public officer? — I believe they 
are not. 

2688. Are you aware that the tables of friendly societies are usually certified? 
— ^They are not certified by the registrar as to the correctness of those tables ; 
only that such and such tables have been certified by a person calling himself an 
actuary ; that is all he certifies \ he exercises no discretion himself as to the value 
of those tables. 

2689. Mr. Henlej/.^ Evidence has been given with regard to one of these 
certificated benefit societies by an actuary of great public eminence, as to the 
superiority of certificated societies ; that is so, is it not ? — It is so. 

2690. Chairman.'] What tables of mortality does your office use ? — For select 
life T¥e have a regulated Carlisle table ; the Carlisle table is irregular at certain 
ages; in fact, in that respect it is a badly constructed table; but for mixed lives I 
consider there are none equal to Mr. Farr's tables. 

2691. You think his are the best? — Decidedly ; I consider he is the only man 
who has paid any attention to the science of the subject for many years. 

2692. Mr. M'ullings.'] Are there not consolidated tables ? — All tables are more 
or less so 5 for when we come to examine the matter well and thoroughly, we do 
not find that there are many distinctions worth attending to. 

2693. Do you not know, with regard to the London mortality, that the tables of 
London and Carlisle are something like 14 years' purchase upon the same life at 
a given age? — Simpsoa^s London table is a subject that has become matter of 
history more than actual employment; it was constructed, I think, in 1742, upon 
mere baptisms and burials, and was a correction upon Smart's tables ; but Smart 
himself was a man of very average information in such matters. 

2694. Are there not calculations upon three tables, London, Northampton, and 
Carlisle ? — No ; I should think it an unwise proceeding to mix up such elements 
together. 

2695. Have you seen Mr. Willich*s book ? — I have. 

2696. Does he not give you an average calculation from those tables ?— «Not 
mixedly ; he gives it you more a« a matter of history than as a matter of actual 
adaptation. 

2697. His own table in the result amounts to one-third of the tables mixed 
together? — I am not aware of any table of his own; Mr. Willich s book I have 
here, and trust it will displace former popular collections of tables. 

2698. They are admitted to be tables of great authority, are they not? — 
Principally, because they illustrate the Carlisle table. Mr. Willich is a fellow 
of the Institute of Actuaries, and is favourably known to the general profession. 

2699. By whom was this 60,000/. paid up that you spoke of in your office? — 
The sharehoWers. 

2700. All by shareholders ? — Yes. 

2701. The shareholders are entirely independent of the assured, of course ? — 
Yes. 

2702. What were the conditions or trusts upon which the 60,000 Z. should be 
at any time redeemed ? — Simply after a proper valuation of the liabilities and the 
consent of the trustees to sell, they should be relieved from all responsibility. 

2703. Supposing a parly died who had a share of 1,000/ out of the 6o,ooo/.> 
what was the means that the parly had of getting his money ; supposing, for 
instance, I had been a shareholder'of 1,000/., and I had died, and n\y executors 
wanted the nioney, what would be the conditions on which the money was to be 
paid out? — That he must get a shareholder in your place, and such a shareholder 
as the company would approve; there is no unlimited sale of the shares; they 
are not transferable shares. 

2704. What were the provisions for the payment of interest on the 60,000/. ? — 
That it should be invested in Government stock, and that they should receive the 
interest. 

2705. Simply the dividends? — With such profits as might accrue. 

2706. Some portion of the profits were set apart lor the a.>suredr — No, it was 
not so ; we look a class of scale at a very low rate ; we have an ascending scale 
upon which we do a very large aniount of business ; by it we exact no more 

0.55. G G money 



Digitized by 



Google 



1234 MINUTES OF EVIDENCE TAKEN BEFORE THE 

K J. Farmif Esq. DQoney from the assured than is necessary to carry on the contracts from term to 

term. 

20 June 1853. 2707. Have you adopted any portion of the Mutual Assurance plan in this com- 

pany ? — None at all. 

2708. With regard to mutual assurances, is there any person at all liable to any 
risk but the assured themselves ? — In a purely mutual company I imagine there is ; 
the representative body are by construction considered liable. 

2709. If you have a purely mutual company, is not the risk entirely amongst 
those ? — Yes, I imagine so, in fact. 

2710. When you propose that any alteration should be made with regard to 
them, what has the public to do with it if they incur the risk? — Except so 
far that the Legislature would not, I apprehend, recognise bodies of persons 
merely meeting together to play at risks. If it could be shown that tbe public, 
while thinking they had got an unconditional guarantee, yet that such portion of 
the public was being mixed up into risks unawares, the Legislature would say, " We 
will not allow you to be intermixed with the risks.'* 

2711. Would not that be interfering with the common course of trade; would 
not a company say, "What has the remainder of the public to do with it, if in the 
result we are the only parties liable ?" — It is merely a matter as to whether it is or 
is not creating a speculative tendency in the mind of the public. 

2712. Has every partner in an insurance office a voice in the risk undertaken? 
— No, I .should say not. 

2713. Mr. Muntz.'] Have not all these parties who are insured the power of 
electing the directors i — They should, at least, look to that. 

2714. Is not that a sufficient correcting principle that these concerns are pro- 
fitably managed ? — No doubt it is a matter of mutual confidence where there is 
is an anticipation of risk ; they should look upon it so. 

2715. Mr. Mullings.'] Would you recommend that, for mutual assurance offices, 
as well as for [)roprietary offices, there should be a paid-up guarantee found in 
the first instance ? — Decidedly, I should ; I should consider that they did not 
thoroughly look to the nature of the calculation unless there was an exaction of 
that kind ; if ihey openly stated that such a portion of the risk was left contin- 
gent ; that it was contingent upon the success of the society's business, and that 
as, on the one hand, the sums assured might be increased ; so, on the other hand, 
they might be diminished, and a person went and insured his life upon such 
conditions with his eyes open ; by that fact there could be no breach of confi- 
dence, and no disappointment could occur. 

2716. Chairman.'] Is there not this great diiferertce between a mutual assur- 
ance office and a partnership, such as has been alluded to, in an ordinary busi- 
ness, that in a case of common interest all the parties who enter into it know 
what they are about in the first instance ; that they are parties to the terms and 
conditions on which the speculation should be undertaken, and that all share 
equally in the loss, should there be any loss, and in the gain, should there be any 
gain ; whereas, with regard to a mutual assurance office, the future persons insured 
after the first commencement have no voice in those who are assured afterwards 
in adopting new risks, and also that the first claims have been paid in full, and 
the whole of the loss may fall upon those whose claims come afterwards? — 
Yes ; and as an incidental illustration of that I may mention, that there are cases 
where tlie new business having gradually become less and less, the bonuses have 
become less and less, which shows that there is a process by which new comers are 
essential to the old ones. 

2717. Do not these considerations take the case of a mutual life office entirely 
out of the ordinary category of trades, where persons make their speculations 
with their eyes open, and are willing to run risks? — I should consider so ; I should 
consider, in the case of a mutual assurance company, that unless you could 
affect tlie person assuring with a knowledge of what he was really doing, that there 
would always remain that distinction. 

2718. Is it not the case, that nine-tenths almost of the business acquired by 
insurance offices through the medium of agents in various parts of the country, is 
acquired really with very little knowledge of the character of the business upon 
which the office is established, but rather upon the confidence that it is an 
insurance office of correct principles, dependent upon the character of the local 
agent, more than upon any special knowledge of the office itself? — Decidedly. 

2719. Would it be possible so far to adapt the whole of the offices of this 
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country, as to enable the public to discriminate between one kind of office and £. j. farmi, £54. 

another, so that they could exercise a discretion in remote parts of the country, 

where there is a great deal of canvassing for business, as to the peculiar principles to Jane 185$. 
upon which these bodies are established ? — I should consider that hopeless, 
because it takes an actuary all his life to understand these matters* 

2720. If the Legislature is to deal with these matters at all, are you of opinion, 
or are you not, that they must regard the whole of the assurance offices in the 
general light of assurance offices, and that if they think protection to the public is 
required in one case, that it is required practically in all ? — Decidedly. 

2721. Mr. Muntz.li Now, as regards a common company, is it not only under- 
stood, but practised also, that the tables once adopted by any company are carried 
throughout the whole business ; are the tables ever altered, or do they adopt 
certain tables, and adopt them throughout? — In after years, do you mean? 

2722. Yes? — There have been cases of that kind; but I consider it has led to 
a number of evils where the executive have not kept up their information from 
time to time; such was the case as to the Northampton table; many companies 
were tied to such tables, and could not allowedly adjust them, and therefore 
instead of adapting the premium, they adapted the sum insured ; instead of reducing 
the premium to proper rates, they kept taking the same premium and increasing 
the sum assured from time to time, which I consider a clumsy mode, 

2723. Chairman.'] Is it not the case that assurance offices, as a rule, modify 
their premiums from time to time, as experience shows they can safely reduce 
them ? — I should consider if they did not, it would be evidence of gross neglect of 
progress in one branch of knowledge. 

2724. Would they not lose their business if they continued to chai'ge according 
to old-fashioned principles, rather than according to more advantageous new ones 
that are now adopted? — They have felt that, but they have resorted to the con- 
trivance of saying, " We have charged you so much, but by and bye we shall increase 
the sum assured ;'* and some even say, '^ It scarcely matters wliat you are charged, 
provided you get it back again." 

2725. Mr. Mullings.] The bonuses are then to be compensation for over- 
charged premiums ? — Yes. 

2726. Chairman.'] I observe that it is the practice with many offices to have 
different scales of premium ; some are scales for non-participating ; in other cases, 
participation with profits ; is it not very much a matter of indifference to the 
assured, whether he pays a lower rate of premium, and gets nothhig, or pays a 
higher rate of premium and gets it back again in the shape of a bonus? — Except 
with this difference : that it is quite inipossible for the public to tell the rate of pre- 
mium upon whicli the company is actually relying. In a proprietary company they 
openly say, ^'We will take the risk at two per cent, j'' the public then know if 
they can well lay out their money ; but if you gi*ant that an office, instead of 
taking two per cent., may take three per cent, and reduce it from time to tiroe, 
the public have no check ; they n^y be joining companies that have no remaining 
income at all ; there are instances that surprise persons connected with other 
offices. How a person cau have the ordinary premium reduced 40 or 50 per cent^ 
because he has been entered a few years, is difficult to calculate. 

2727. Have there not been very large reductions upon premiums charged upon 
the old principle in the Equitable Society? — No, they have not adopted the prin- 
ciple of reducing the premium at all ; they have increased the sum assured. 

2728. Have they made it optional ? — ^1 do notthink they have. 

2729. Mr. Cowan.] Is it not the habit for the offices to submit every indivi- 
dual case on its own merits? — Yes. 

2730. And in many cases to take an additional premium ? — Yes. 

2731. Equivalent to the additional risk? — ^Yes. 

2732. Mr. Mulling^.] Looking to the insurance offices with profits or without 
profits, which class has prepomierated with respect to the assured ? — I should 
imagine that at present, and since the Act of 1844, or for the last 12 years, there 
has been a considerable tendency in the public to take what may be termed par- 
ticipation policies ; but I apprel^eiHl that when that system comes to be tried in 
a variety ot quarters, by being entrusted to hapl^azard bands, in such wise that 
anybody with or without money may establish a company of that sort ; that anybody 
may be the actuary of the company ; that anybody may give advice as to the 
reduction of premiums, and the increase of the sum assured, and the declarati<m 
of bonuses^ whether they are to be paid in cash or by reductions: when the 
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B. /. Farren^ Esq. public come to see the working out of the system, when the nature of their own 
guarantee becomes more and more confused in their own minds, they will resort at 
once to the simpler principle and say, ** I prefer to have a certain sum assured^ 
payable to my wife and family ; and 1 should like to pay a certain sum for it, and 
I do not want to have anything more to do with the matter/' Now, in connexion 
with the company that I represent, we have from the beginning adhered to the 
principle of low rates ; it has been, of course, at some sacrifice of bonus business in 
the mean time, but we hold that if we continue to limit our policies to that kind, 
we shall be eventually justified by the result. 

2733. Chairman.^ Is not making a bonus a great temptation to companies to 
over-estimate their profits, and to incur larger obligations than they would be jus- 
tified in doing ? — Decidedly ; and their new business depends on the declaration 
of their bonuses, because unless they can keep pace with other companies in 
bonuses, they cannot do business. In participating profits, the public will naturally 
say, " We had better go to those offices that will give us the most profit" ; and 
therefore it must be an obvious strain upon the actuary*s firmness, to be aware 
that in making up his accounts for the next division, if he does not declare a very 
large bonus, the business of the office will fall off. A man who does not know 
thoroughly all about the subject must be in a very awkward position. 

2734. Do you apprehend it would be better, if as a rule the insurance offices, 
instead of giving bonuses or participation of profits, if they found they could 
undertake the risks proposed at a lower rate of premium, reduced the premiums 
to such a rate as they would be able to do business at without participation ? — 
Yes; the reverse deprives the public of the means of judging of what is done in 
the meantime ; when the premium ceases to be a measure of the risk, the public 
are perfectly abroad; so much so that the most ridiculous cases sometimes occur 
when persons have paid more than they conceive necessary ; they imagine such 
use has been made of their excess that they can have the whole of the premiums 
back ; they cannot even understand the propositions that are put to them. 

2735. Does the principle of participation in profits introduce much uncer- 
tainty as to the actual interest which the different parties assured have in the 
office, whether they should have a great number of years, or whether the risk shall 
terminate at an early period ? — ^Decidedly ; because all such societies are virtually 
tontine societies. When a man says, *' If I live on, I shall get a larger sum added 
to my policy," he is perverting the principle of insurance, which is to make those 
who live long pay for those who die quickly; it is to endow the widow and young 
children, and not the gray-beaded man. 

2736. Mr. MuUiftffs.] Is it not the regular practice, before a bonus is declared, 
to make a calculation of the value of the assets ? — Decidedly. 

2737. So that after all it comes to be a mere matter of arithmetic, because, if 
they pay a larger amount than is necessary, and the premium affects the gross pro- 
fits, if the calculations are bond fide calculations, which they ought to be, the 
return is nothing more or less than a band fide return? — Decidedly ; but taking it 
for granted that the surplus calculations will be correct, appears to me to suppose 
the whole case. 

2738. But that holds good with respect to the first establishment of the com- 
pany ; the bonus does not at all alter the case; if the company is bad the result 
will be bad ?— Yes. 

2739. What would be the difference, supposing you charged, we will say three 
per cent, for a bond fide insurance which was to return no bonus, or four per cent, 
for one which did return any, the result would be precisely the same in that case 
as in the other ? — The public might say, ** If I pay you 4Z. in place of 3 /. annually, 
for 100/., why do you not promise me 33/. extra at once?'* 

2740. Because it is a mere matter of guarantee between the parlies ; the 
assured has nothing to do w ith it ; if they say, " Such and such an actuary shall 
be employed," that is another case ; in one case it is the same as another r — The 
public cannot as readily understand it; they imagine that a very large fund is 
a very safe thing, without looking to the relative liabilities that may attach to it. 
Suppose I have a million of money on one side, and liabilities of 10,000,000/. on 
the otlier, and not only that, but am under the pressure of circumstances from 
time to time to add bonuses, I do not consider the calculation in that case either 
an easy or a safe one. 

2741. I understand the bonus to be this, that the rate of assurance to be 
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•charged in any particular company has been greater than is necessary to pay risk ; E.J.Farren, Esq. 

the bonus ought to be solely that surplus profit ; is not that the fact ? — It should 

heso. 20 June 1853. 

2742. In that case, if both calculations are correct, it has nothing to do with 
the public ; how are the public injured ; it is a mere question if the calculation be 
correct? — ^The guarantee cannot be made complete unless you have extraneous 
funds to fall back upon. 

2743- You must have subscribed capital, then, to make up the bonus ? — Yes. - 

2744. What difference will it make to the insurer whether the rate of premium 
simply secures the insurance, or provides a surplus for the bonus, provided in 
both cases the calculations are correctly made ? — The difference I conceive to be 
this, that what you term surplus is not defined, and therefore no correct calcula- 
tion can be made. 

2745. You admitted just now that in all cases, before the bonus is declared, 
there is the investigation into the value of every life ? — ^Decidedly it should be so. 

2746. Does not that very calculation prove that the bonus ought to be granted 
or returned to the parties in consequence of the surplus profit ? — Yes. 

2747. Supposing that calculation to be correct, what disadvantage is it to the 
parties insured to have the bonus declared ? — There would be no disadvantage if 
you could make it out that the calculation was necessarily correct. 

2748. It all hangs upon that; the whole system hangs upon that being correct? 
^But the public may be relieved by guarantee even from the consideration of its 
not being correct, if there be proprietors to come in and say, '^ We will take this 
correctness upon ourselves." 

2749. Mr. Mullings.] Might not the same difficulty arise in the first instance, 
assuming the bonus to be out of the question ? — ^Yes. 

2750. Might not there be the same difficulty with regard to ascertaining 
whether you could pay the exact sum assui*ed, for instance, 500/.? — ^Of course 
you would have a system of calculation upon which you would be content ti risk 
your capital, and you would say, '^ We don't expect that these premiums will 
exactly amount to the sums insured; and our calculation tells us there is a pro- 
bability that they will be greater, and a probability that they will be less than such. 
'We are content to risk our capital upon these suppositions ; namely, if thoy should 
turn out to be less we must pay, and if more we shall secure a profit." 

2751. Chairman.^ I do not understand you to say, that a bonus might not 
l)e, under particular circumstances, very properly divided, but that you prefer a 
system where calculations were made without a reference to bonuses, because the 
system of the participation of profits tended and had within it a tendency or 
temptation to management, which ultimately was not so safe as the other ? — I 
consider that to be the case. 

2752. That was about as far as you went; that the system of bonuses was 
exposed to greater risk and to less certainty, and to more design with respect 
to exaggerated calculations and estimates of profit, than in a case where it was 
simply a risk, without any reference to bonuses or profits ? — That is precisely my 
view. 

2753. Mr. MuntzJ] According to that, you must suppose that the actuary 
ivould be lending himself to make an improper calculation ? — He might do it 
ignorantly. Under the present want of distinction of who are to be called actuaries, 
and who not, the public have no guarantee that it will be well done. 

2754. In your judgment the proper mode of interference will be this, to take 
it away from the actuaries ? — ^Yes, so long as the term is undefined. 

2755. Mr. Henley.] There are Mhat are called high and low actuaries, are 
there not ? — Yes. 

2756. And they range from 15 to 20 per cent, in their calculation r — Yes. 

2757. ^^^ there is no uniform calculation which is correct? — Except they have 
agreed to be consistent in each case with their own assumptions. 

2758. There is no decided decision, if I may so call it, whether what are called 
the high or low actuaries are best founded ? — Except the admission of the principle 
that the actuary's is a doctrine of fluctuation, and must be studied in that sense. 

2759. Chairman.'] A great deal must depend, if you are to judge by experience, 
upon tl:e lives selected, or what happens to be matter of experience, upon that 
subject? — Yes, so much so that several offices have been established, charging the 
same premiums and not yielding the same results. They really do not give the 
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E. J. Farren, Esq. public the benefit of the first year's selection ; they take the average premiuib 

from the very beginning. 

20 June 1853. 2760. The selection itself ought to be a source of profit?— Yes, except that 

the class of lives that are offered, are not sdch as to offer a. very apt selection. 

2761. And the deterioration of the value of life afterwards is one of the things 
provided for, in the first selection ? — Yes ; formerly the assurance of lives not consi* 
dered select was scouted. It was considered unjustifiable to take lives not in perfect 
health ; but now, even the oldest companies have virtually given that distinction 
up, because they declare bonuses without reference to health. 

2762. When the periodical calculations are made, with a view to declare 
bonuses, is there no estimate made of the deterioratioo of lives, the subjects of 
the policies ; are they all calculated the same as they were at first? — They are 
virtually so, because of the options, namely, " If you like, take cash ; if you are 
in bad health, take the reversion." 

2763. Is not that of itself another matter of uncertainty in the plan, dividing 
bonuses and profits ?— I conceive so. I conceive the man in good health at a 
division always considers that he is not a fair partner for the man in ill health. 

2764. Wlien you have risks running over a number of years, the mere option 
you give to the assured under the certainty that each person will adopt the option 
which exactly suits his own case, must be constantly making the average worse? 
— Yes, no doubt ; so that they disregard in the end what they stipulated for in the 
beginning. 

2765. And destroying the original average ? — Yes. 

2766. Have you formed any opinion as to the poisibility of furnishing any 
account or general data, which upon the face of it would show the condition of 
an office from time to time r — That would be a very difficult matter to form a 
correct opinion u|K)n, because the mere arrangement of calculation-data in the 
forms in which we get them, namely, in the matter of statistical returns, is not an 
easy thint;, when we wish to get at the real rate of mortality that has prevailed 
amongst the friendly societies, for instance, or amongst any particular class. 

2767. Are there any returns which would enable actuaries^ or others connected 
with these matters, to form a tolerably accurate opinion as to whether the Com* 
pany was solvent or insolvent, prosperous or otherwise ? — ^That would be a great 
deal dependent upon the conditions upon which the office set out their preten- 
sions to public favour. The same state of facts that would show one company 
solvent, would show another insolvent. I believe what actuaries themselves would 
look to would be, who it was that was making the returns. 

2768. Is there no posgibilitv of scheduling an account in such a way, as that 
upon the face of it there should be sufficient information to show the nature of the 
risk, and the character of the assets? — If you could get persons to state what 
they consider themselves pledged to do for the future as well as for the present ; 
but if persons made returns, saving, ''Our liabilities are a couple of millions, and 
your assets are so much/* and they did not state that those two millions were liable 
to be increased, and that they were under pledges to increase them, I think you 
might draw very erroneous inferences. 

2769. You mean to increase the sum insured, instead of giving bonuses ? — Yes. 

2770. 1 have assumed profits derived from past business ? — Yes; and persons 
would join them upon those expectations. 

2771. Mr. Muntz.] Supposing you published such an account as the calcula- 
tion made previous to the declaration of the bonur, what would be the case then ? 
— As at present, because the public have already such to a very great extent. 

2772. That ought to be done so as 10 answer the purpose of the Company, and 
if it does that, it ought to answer the purpose of the public ? — Yes ; except that 
they rely upon those who conduct the business to draw the proper inferences for 
them, because the public themselves cannot draw the proper inferences. 

2773. Chairman.] Are the future claims upon the office provided for ex- 
clusively out of the profits which may arise; are they not contingent upon profits 
which may be earned ? — Yes. 

2774. if profits are not earned, would they accrue ? — I think that a very favour- 
able view has often to be taken by those concerned in such offices in getting 
business for the future, as to something of that sort having accrued ; they would 
feel themselves forced, as a matter of business, to recompense people for having 
paid increased premiums ; they might even be obliged to force the calculation. 

2775. Is there an absolute engagement in any case entered into, to increase the 
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sum assured at any particular period ? — Yes ; I believe there is one office that £. /. Fmren, Esq. 
does that. -— 

2776. An absolute engagement ? — Yes. aoJiiftei853. 

2777. Independent of any contingency ? — Yes. 

2778. Mr. MulHngs.] Is that a proprietary company? — Yes. 

2779. Mr. Henley.] You said just now that it would be necessary to force a 
calculation ; be good enough to explain what you mean by that expression ? — I 
meant that they would take a more favourable view of the calculation than perhaps 
others would ; I did not mean that in any invidious way. 

2780. Taking a view of the calculation is one thing, and forcing a calculation 
is anotl)er; I want to know whether that calculation is to be made? — I should 
wish my answer to be taken in connection with what I have already said, namely, 
that where the declaration of a bonus may Imve an eflFect upon the future public busi^ 
ness of the company, if there were two alternatives of calculation, I should con- 
sider that a man would virtually feel himself forced into that particular style of 
calculation, that would enable him to declare a state of things that would not 
affect the new business of the company. 

27&1. That might be said to be somewhat in the nature of '* booking" the caU 
culation ? — I should not characterise it so strongly as that. There are options fre- 
quently, and perhaps an unbiassed man might lake the one, but if he had a bias in 
a particular direction he might take the other. 

2782. Chairman.'] A strong inducement to take a sanguine view of the affairs 
of the company ? — Yes. 

2783. Mr. Henley.] Taking a sanguine view is one thing, and a calculation is 
another ; am I to understand that all offices present their affairs in such a state 
that honest men may take the same data so differently as to come to different 
results ; is that what you mean ? — I conceive that it might be done, and has been 
done. I believe it is not unusual for a company to value by two different tables 
of mortality, and in many cases to take that which would produce the more 
favourable result. 

2784. Do you mean that they might calculate their liabilities upon one table, 
and their assets upon another ? — No ; I apprehend they would not do that. 

2785. You think that that would be too gross, but still that would be a strong 
illustration of what you mean ? — I should consider that that was almost morally 
wrong ; I mean to say that a man may be virtually forced upon an alternative 
by the external pressure of getting new business, and that though that would not 
force bim to do anything wrong, yet might induce him to take a sanguine view. 

2786. You think that so gross a case would be sure to be found out ? — Yes. 

2787. But that these delicate operations might not? — No. 

2788. An untrue result presented to the public, not to say a false one, would 
make no difference, though the detection might be less easy? — I should not wish 
ta have it inferred that it would be in nay way a false result ; it might not be to 
that extent. 

2789. Chaimian.'] What you mean is, if I understand you, that there is a 
certain margin upon which opinion may very fairly and honestly be exercised with 
regHfd to the affairs of an insurance office; and that a man having a sanguine 
view of his affairs, and a strong temptation to place them in as favourable a light 
as possible, may, without any dishonesty, place theJTi more favourably than a 
person would who had no bias, or who had no motive whatever to twist his mind 
in one way or in the other ? — Yes. 

2790. Supposing a bank, making its annual statement to its proprietors, making 
up its account, if it is to go before the public, it is quite possible that the directors 
of the bank, in estimating the value of their debts and assets generally, would take 
a favourable and sanguine view ; some debts they suspect to be bad, other debts 
are proved to be bad. A very sanguine man would naturally, witliout any dis- 
honesty^ form an over-sanguine view, and show a statement of the affairs or the 
company which might not ultimately be realised ; is not that something analogous 
to what you mean with regard to assurance offices? — Something analogous ; I can 
perhaps put it in a stronger form. In the valuation of stock on the balance-sheet, 
some companies say, " We will take the price of the day on which we make the 
valuation;" others say, *' We will take the price that we give for the stock;" 
others will say, '* We will take an average price." The calculation might originally 
have been made out in a certain form ; they might find that continuing to work out 
the calculation in that way did not give a very high degree of bonus, and might injure 
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E. J. Farreny Esq. their new business. They might say, " We have the other alternative ; is the 

price of the day favourable? we will take the price of the day ;'* they might take 

ao June 1853* ^j^^ p^j^g q( th^ day ; that might be perfectly fair, because it would be adopted 
by perfectly respectable companies ; tney might thus be forced, in respect of new 
public business, upon an alternative that otherwise they would not have tho ught of 
adopting. 

2791. Mr. Henley.] Do you think it would be a fair and honest representation* 
of the affairs of the company, to take the instances you have stated of the value of 
stock they hold, if they are to take it at one period at a certain price, and at 
another period at another price, just because thatprice happens to suit them ? — Yes. 

2792. Do you consider that a fair and honest way of transacting business ? — 
I do not conceive that if a person honestly thought he had chosen a bad alterna- 
tive in the beginning, tliathe would commonly continue to be bound by it. 

2793. If a man had taken a wrongly based calculation, or even changed that 
calculation, one might be a perfectly honest and straightforward transaction, and 
the other, if it were done to suit circumstances, must assume a different c haracter ? 
— Such an option could be properly taken but once, because having stated whal 
their ultimatum was, they would not have much opportunity of going back. 

2794. That might depend upon the fluctuation of stocks ?— Yes. 

2795. Is there much profit made by insurance oflices, by policies being pur- 
chased or dropped ? — I should imagine that there was a fair amount of profit made 
that way. 

2796. It is very unusual, is it not, for policies to be dropped without being 
purchased ? — It is very unusual indeed ; there is nearly always application made. 

2797. Are they ever refused ? — Do you mean a return of premiums ? 

2798. Yes? — frequently, I imagine. 

2799. Frequently refused? — 1 imagine so. 

2800. Is it not the case that every oflSce is ready to buy at its own price? — 
I believe there is a difference of opinion in that respect as to what the rights of 
the public are; it sometimes happens that a man, in not exactly good health, will 
insure his life, will get accepted at a certain rate, and on getting better may find 
out in the meantime that some other office will take him for less ; upon which he 
goes to the first office and says, ** I wish to sell.'* 

2801. In point of fact, policies are constantly dropping; persons insuring their 
lives for two, three, four, or five years, and then discontinuing the insurance ? — 
Yes. 

2802. It is nobody's care to keep the policy up ; the man who has borrowed 
money upon the policy has paid it off, and the policy comes into their hands ? — 
Yes. 

2803. And that frequently happens ? — Yes; there is generally an application 
made to sell the policy. 

2804. Mr. Muntz.'] Who puts the valuation on the stock, the actuary or the^ 
directors? — I should imagine that practice varies in different companies. 

2805. Who ought to do it, according to your view of the matter? — I should 
think that it should rather be a committee matter. 

2806. Chairman.'] A committee of the directors? — Yes; with such observa- 
tions as the actuaiy might think fit to make. 

2807. Mr. Mullings.] Supposing the stock were purchased at a much higher- 
price than the price of the day, what is the practice then to be adopted ? — I 
believe some would still lake the price of the day. 

2808. Not the cost price?— No. 

2809. You think it would not be a fair thing to take the cost price ? — Not 
always. 

2810. Chairman^] Supposing an insurance office had been valuing its assets in 
September 1847, during the panic, when Consols were down at 78, no insurance 
office would value their assets at 78; it would be a matter of discretion to be 
exercised in that case as in all others? — Yes. 

281 1. Mr. Muntz.] You said that some actuaries calculated in one way and 
some in another; and that a man might be induced in consequence of the state of 
affairs to declare a bonus, " to force his account," as you termed it ; now wliat 
should you think of a board of directors who would allow a bonus to be declared 
simply upon the calculation of an actuary, without inquiring of him strictly as to 
the mode in which he made his valuation ? — I should think they were not fulfilling 
the functions with which they were invested. 

2812. Thea 
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2812. Then it does not altogether depend upon the actuary yet? — Decidedly E.J.Farren,lS^. 

not, for if he be only advertised as an element^ he should be only responsible as 

an element. «o June 1853. 

2S13. Mr. MullingsJ] Before the declaration of a bonus or dividend, it is the 
duty of the actuary to explain the circumstances of the company to the directors, 
is it not ? — I imagine so. 

2814. Chairman.^ What is the rate at which policies are purchased; is there 
any common principle laid down whereby the value of policies is ascertained in 
offices? — I believe that some offices return a set proportion of the premiums paid 
upon them ; others compare the aues at the present time, and at the age at which 
they were^ranted, and buy oft' that portion of the annuity. 

2815. They buy off the remainder of the risk? — Yes. 

2816. It is not reduced to any common or accurate proportion ? — I believe, as 
far as the mere calculation of the matter goes, there would not be much 'difference 
between actuaries ; but as to the actual price paid to the public, there might be 
some difference of opinion as to the rights of parties after a certain time. 

2817. You wish to liand a document in ? — I do ; it is the one already referred 
to. 

[The Witness handed in the following document:] 

STATEMENT in Illustration of the Risk incurred by Mutual Insurance and Benefit 
Societies, if without other Resources at Commencement than the Amount of Premiums 
receivable.* 

Example I. 

If 100 risks, of 100/. each, be accepted at a fair premium of 1 /. per cent for the year's 
risk (independently of expenses), the premium-money will be 100/. and the liability 
10,000/. fhe resulting probabilities of gain and loss will then be as follows : — 

Probability - '366 of deaths. i.«., of gaining the whole 100/ premium-money. 

„ - -370 of 1 „ „ neither gaining nor losing. 

- '185 of 2 „ „ losing 100/. beyond the premium*money. 

- -079 of 3 to 100 „ losing 200/. to 9,900/. 



9f 



Certainty = 1-000 

It thus appears that, notwithstanding the annual premium for a whole of life insurance 
is generally about 2 /., when that for one year's insurance is 1 /. ; yet that in a society of 100 
such lives there would still be the probability represented by 79 chances out of 1,000, or 
about 8 out of 100, that the whole of life premiums would not be sufficient to pay the 
year's claims without the aid of extraneous capital. 

N,B. — If the risks averaged 1,000/. in place of 100/., the probabilities would remain the 
same ; but the amount of s:ain or loss would be tenfold. 



e" 



Example II. 

If 200 similar risks to those of Example I. were accepted, the premium-money would be 
200/. and the liability 20,000/. The resulting probabilities ol* gain and loss would then be 
as follows :^ 

Probability - '134 of deaths, t.e., of gaining the whole 200/. premium-money. 
>t - '271 of 1 „ „ gaining 100/. of the premium-money. 

„ - '272 of 2 „ „ neither gaining nor losing. 

ft - '181 of 3 „ „ losing 100/. beyond the premium-money. 

•090 of 4 „ „ losing 200/. 



>» 



- '052 of 5 to 200 „ losing 300/. to 19,800/. 
Certainty = I'OOO 



It 



♦The following is the system of calculation adopted i—Lrct *» be the probability of individual mortality 
or risk, and n the number at risk. Then [(l-m)+w> expanded will pve the series of probabilities of 1 
2, 3, 4, &c. deaths or claims. Consequently (l-m)» will be the probability of no deaths; (l-m)»-« m, n. the 
piobabmty of 1 death ; (l-«i)"-» . m *.^^^^ that of 2 d^ths, &c. Hence, deriving each succeeding term fiom 
its predecessor, j^ will be a constant fector producing the argumenta of the expansion, and ^^^^ 
a variable factor producing the coefficients : x representing the exponent of m^ or the number of deaths. 
Thus, if p represent the probabiUty of (ar-1) deaths, p. ^ ^ ^'^—^ wiU equal that of x deaths. When 
«s=o,/>=(l-i»)", hence, whenn is large, to keep the figures significant, the logarithm of (l-f»), as a staitinc 
pomt, must be taken to, at least, as many places beyond the usual number as there are places in Z 
Without the pnnciple of succession, it will be necessary, whenw is great, to apply Stirlin^s Theorem. 
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to J«ne 1853. '^ ^^^ appear that, notwithstanding the annual premium for a whole of life insuianee is 

' generally about 2 /. when that for one year's insurance is 1 /., there would still be the proba* 

Dility represented by 52 chances of 1,000, or about 5 out of 100, that the whole of life 
premiums would not be suiEcient to pay the year's claims without the aid of extraneous 
capital. 

EXAMPLB UK 

If 600 similar risks to those of Example I. were accepted, the premium-money would 
be 600/. and the liability 50,000/. The resulting probabilities of gain and loss would then 
be as follows :— 



Probability - '0066 of deaths, i.e. 
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of gaining the whole 500/. premium-m<Hiey. 
gaining 400/. of the premium-money, 
gaining 800/. „ „ 

gaining 200/. „ „ 

gaining 100/. „ „ 

neither guining nor losing, 
losing 100/. beyond the premiumnnoney. 
losing 200/. „ „ 

losing 300/. „ „ 

losing 400/. „ „ 

losing 500/. „ „ 

losing 600/. to 49,500/. „ 



Certainty = 1*0000 



It thus appears that, notwithstanding the annual premium for a whole of life insurance is 

generally about 2/. when that for one year's insurance is l/., there would still be the proba- 
ility represented by 132 chances out of 10,000, or about 1 out of 100, that the whole of 
life premiums would not be suiEcient to pay the year's claims without the aid of extraneous 
capital. 

Example IV. 

If 1,000 similar risks to those of Example I. were accepted, the premium-money would be 
1,000/., and the liabHity 100,000/. The resulting probabilities of gain and loss would then 
be as follows : — 

Probability 
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99 

99 
99 
99 
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1,100/. to 99,000/. 



Certainty == 1 '00000 



It thus appears that notwithstanding the annual premium for a whole of life insurance is 
generally about 2/., when that for one year's insurance is 1/., there would still be among 
1,000 such lives the probability represented by 144 chances out of 100,000, or about one in 
a thousand, that the whole of life premiums would not be sufficient to pay the year's claims 
without the aid of extraneous capital. 



The following Example illustrates a higher rate of risk :•— 



Example V. 
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Example V. • ao June 1853. 

If 100 risks of 100/. each be accepted at a fair premium of 10 Z. per cent, for a year's risk 
(mdepeodently of expenses), the premium money will be 1,000/. and the liabiUty 10,000/. 
The resulting probabilities of gain or loss will then be as follows : — 

Probability - '00003 of deaths, i.e. of gaining the whole 1,000/. premium-money. 

„ - -00080 of 1 „ „ 900/. of the premium-money. 

„ - •001«2of2 „ „ 800/. 

„ . -00589 of a „ „ 700/. „ ,, 

. -01687 of 4 „ „ MO/. ^ 

„ . -08887 of 6 „ „ 600/. „ „ 

„ - -06958 of 6 „ „ 400/. „ 

„ - -08890 of 7 „ „ 300/. „ „ 

^ - -11482 of 8 „ „ 200/. 



13042 of 9 „ „ 100/. 

„ - -18187 of 10 „ neither gaining nor losing. 

^ - -11988 of 11 „ losing 100/. beyond the premium-money. 

- -09879 of 12 „ „ 200/. 

- -07430 of 18 „ „ 300/. 

- 0.5130 of 14 „ „ 400/. 

„ - -07266 of 1 5 to 100 „ 600 L to 9,000 /. „ 



Certainty = lOOOOO 



It thus appears that notwithstanding the annual premium for a whole-of-life insurance is 
generally about 14/., when that for one year's insurance is 10 /., yet that in a society of 100 
tuch lires there would be still 7,255 chances out of 100,000, or about seven out of 100, that 
ftie whole-of-life premiums would not be suflScient to pay the year's claims, without the aid 
of extraneous capital. 

The late Dr. Thomas Young made a similar set of computations. The preceding examples 
are intended to illustrate that an exact correspondence between the amount of premiums 
and amount of claims is not to be expected; and that though the probabilities of gain 
may greatly preponderate oyer those of loss, yet that some extraneous capital, at least to a 
BmJul extent, is implied from the very nature of assurance calculations themselres. 

72, Comhill, London, June 1858. Edwin Jos. Farren. 



Jovis, 23* (He Juniiy 1853. 



MBMBBRS PRESENT. 



Mr. Wilson. 
Mr. Sotheron. 
Mr. Muntz. 



Mr. Cowan. 
Mr. Geach. 



JAMES WILSON, Esq., in the Chair. 



Mr. Edward Ryky, called in ; and Examined. 

( 2818. Chairman.'] ARE you an Actuary ? — ^Yes. Mr. E.Ryle^. 

f 2819. What oflSce do you belong to? — I have not been in connexion with any 

office in particular for some time ; I practise entirely as a consulting actuary ; I «3 J«ne 1^53- 
am consulting actuary to several offices ; my occupation, however, is as much 
that of answering cases which I receive from different offices with which I am 
iK>t connected, and from professional gentlemen, solicitors, and such persons, as 
any other, 

2820. Has your experience of life assurance offices led you to form any distinct 
opinion with regard to the necessity of legislation ? — I have thought a good deal 
upon that subject, I may say for some years, and I have rather strong opinions 
upon it. I consider that legislation upon the whole is decidedly mischievous 1 that 
it has already been found to be mischievous so far as it has been applied, and I 
cannot conceive any legislative measure which would answer the end proposed, 
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Mr. E.Rjflei/. which I» suppose is the protection of the public from fraud and even ignorance^ 
I think the operations of the Joint Stock Act has brought into existence a vast 

f 3 June 1853. number of offices which would never have seen the light without it ; and I believet 
I may say that I know, that the idea that Parliament may now be about to legislate 
upon this subject, has induced persons as it were to get ready for that legislation, 
to take advantage of it, and to be prepared to come forward, as it were, under the 
CBgis of Parliamentary protection, who I believe would otherwise not have thought 
of having anything to do with the matter. In the case of friendly societies, I 
think that much mischief has been done by the supposition which has prevailed 
in the country, that these things were under the protection of Parliament ; that 
Parliament had been good enough to think for people upon this subject, and this 
has in a great measure relieved people from the responsibility of fonning their 
own opinion. If Parliament could devise a test of the soundness of any office, 
that would certainly be of very great value, and would relieve each individual 
from the responsibility of testing for himself the position of the office into which 
he wished to enter ; he would no longer consider the question of whether it was 
a solvent or an insolvent office, but he would look at the premium and judge for 
himself upon other grounds; at least there would be a tendency that way. 

2821. That is on the assumption that Parliament would take on itself to decide 
which are good offices and which are bad offices? — I think the assumption I 
make is rather wider than that, though I do not suppose that Parliament will ever 
make a schedule, and put certain offices into one category, and call them good, 
and certain officers into another, and call them bad. I suppose that Parliament 
will either insist on what they consider a sufficient test being given by each office 
of its solvency, or that it will actually superintend its operations. 1 have heard 
four proposals made with respect to legislation on the subject ; the first is, 
that a paid-up capital of 50,000 L should be required from every new office { 
of course legislation of this kind can hardly be expected to be retrospective ; 
you can hardly require an existing mutual company, take the Equitable for 
instance, to do anything of that kind. Supposing the Equitable were not in the 
very flourishing state, which it is notorious that it is, you could hardly go back in 
legislation and demand of it as of every new company the sum of 50,000 /. ; 
but looking at the question as bearing upon new companies, there is no doubt 
in the world, that if you were to ask for a capital of 50,000/. they would start 
with a capital of 50,000 /., and you would thereby do an infinite deal of damage to 
the assurance interest ; for the use which is practically made of the capital of a 
newly started assurnnce company is to buy business. 

28 J2. Suppose it is insisted that the capital should be invested in the names of 
trustees ?— I am now supposing simply that the 50,000 /. is required to be paid up. 
Perhaps in anwer to the question I may as well go to the next proposed remedy, 
which is, that a certain sum, say 10,000/., that is what I have heard spoken of 
outside, should be invested in Government securities. Now, there are several 
classes of assurance offices, hut only two main classes ; there are purely mutual 
companies and there are proprietary companies ; now, to insist upon a sum of 
10,000/. being paid up and lodged in Government securities, is another way, in 
point of fact, of saying we will have no more mutual assurance companies. 
Now, decidedly the mutual assurance system has all opinion and authority iu its 
favour. The introduction of capital into assurance offices has been the source 
of a great deal of harm, although of a great deal of benefit also : the harm 
that it has done, has been this ; that life assurance is no longer considered 
as a sort of social institution, but as a matter of trade and barter; different com- 
panies with capital come into the field and get as much business and profit as they 
can. The Equitable started upon the principle of mutual assurance, each pcsoa 
could not insure his own life, so people banded together and did it mutually ; they 
found that that was safe in the average which was most uncertain in the particular* 
The benefit that companies have dune by the use of their capital is this : they have 
opened new fields for life assurance, the extension of which is certainly a great social 
advantage, by sending agents into the country, and looking out for business, whereas 
these joint mutual institutions for the most part simply attend to such business as 
comes to them. It is a remarkable fact, that Mr. Morgan, the late actuary of 
the Equitable, a name which cannot be mentioned without the greatest respect, 
for I believe that Mr. Morgan was more profoundly acquainted with this subject 
than most men ; that Mr. Morgan's chief fear, in the case of the Equitable, 
was not that they should not do business enough^ but that they should do a great 
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deal too much ; that is a point which is entirely lost sight of in the present race Mr. E. B^ley. 
for business. ' ' 

2823. You are aware that it has been stated to the Committee that there are ^3 June 1853. 
very few mutual assurance companies that have not a paid-up capital ? — I believe, 

if you inquire into the history of mutual assurance offices, you will find that the 
Equitable started without any capital whatever. 

2824. That 18 not the point? — lam quite aware that some offices started, 
not with capital, but that certain gentlemen taking an interest in the question 
put into the names of trustees a certain sum of money. In one large mutual 
insurance company, an exceedingly well known one, each of the directors put 
$fOOoL into the names of trustees ; more recently, I know of the existence of a 
purely mutual insurance company, where the sum of 3,000/. in all was sub^ 
scribed by the directors amongst themselves, where it was considered a sufficient 
guarantee, and has, in point of fact, proved a sufficient guarantee. 

2825. Where directors were disposed to subscribe 3,000/. a-piece as a guarantee 
fund, or whatever that fund might be, should you regard that as a very good test 
of the bon&Jide intention and motives of the parties? — That would indeed be a 
very good test of the bona fides of the gentlemen who joined the society, but I do 
still think that it would not be a good thing to hamper the extension of the best 
system of life assurance by conditions which will in a great many cases be very 
difficult and embarrassing to comply with. 

2826. How do you reconcile that fact with what has been stated to this Com^ 
mittee, that several of these mutual offices have started with an actual paid-up 
capital and a guarantee extending beyond the paid-up capital ; how do you recon- 
cile that with the opinion you have stated, that were a capital required to be 
paid up it would put an end to what you term the best system of lile assurance ? 
— I do not say that it would put an end to it ; I said it would hamper it with a 
difficulty which I think quite unnecessary ; I am not aware that in the case of 
any life assurance office the guarantee has ever extended beyond the sum actually 
deposited ; if it is so it is not known to me. The third suggestion that I have 
heard discussed is, that a Gk>vernment actuary should certify the correctness of 
the valuations of an office ; and I suppose that by correctness is meant the cor- 
rectness of the principle and the correctness of the calculation. I think there are 
very strong objections to such a course. I will hand this paper in to the Com- 
mittee in a corrected form, but I have before me now some particulars with 
respect to three offices, which I will call A. B. and C. ; one is 1 8 years of age, 
the other 1 7 years of age, the other four years of age ; the premiums charged by 
these con) panics are much about the same ; if I take the average ages of 30, 40, 
50 and 60, office A. charges 4/. 3«. 9^.; office B. charges 4/. 4^. 11^.; and 
office C, the more modern office, charges 4/. 5s. 6d. 

2827. Is that an average rating? — Yes; I add together the premiums for 
those ages, and I divide them by four. 

2828. Mr. Sotheron.] Are we to understand that these three sums represent 
what is charged by these three different offices? — Precisely. 

2829. That the office which is four years old, charges 4Z. 5*. 6d. for exactly 
the same thing as these older offices charge 4/. 3^. 9^.? — That is the case with 
regard to these individual offices, which have only been chosen by me because 
their statements happened to be on my table. 

2830. Chairman.] Are the conditions the same as regards their participation 
in profits ? — No ; the two first are entirely mutual, the third is mixed, proprie- 
tary and mutual. Suppose each of these offices had a million insured, the total 
income of office A. would be 33,300/. odd ; o&ce B.'s is nearly the same, it may be 
called the same, there is not 150/. difference; office C, for a million insured, 
charges over 35,000/., which increase is due not only to their charging rather a rate- 
ably higher premium, but they also take what are called diseased lives, which, of 
course, would throw up the average of their income per million insured. These 
offices have each put forward a valuation of their assets and liabilities. Office A. 
considers it necessary to retain the sum of 98,800/. for every million insured^ to 
meet its future liabilities ; that is, the premiums are not sufficient to meet the 
future risks ; ihey want 98,800 /. to reinforce them ; any tiling they have over 
that is profit Office B., within one year of the same age, comes to a very 
different conclusion indeed ; it considers 8,800 /., or 90,000/. less, sufficient for the 
same purpose. Office C, the youngest office of all, comes to a very extraordinary 
result ; it finds not only that its future payments are quite sufficient to meet all 
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Mr. S. tU^if. risks undertaken, but, moreover, that it has 93,000/. comins;in as profit upon Ae 

-= million insured. 

«3 Jutoe 1853. 283 1 . Mr. iSotheroTi.j Does it put that forth ? — It puts that forth ; there is some 

modifying statement as a commentary upon this portion of the balance-sheet, but 
there in the result, with a rider upon it in the way of a note or opinion. 

2832. Chairman.] In estimating the surplus upon their future receipts as com- 
pared with their existing liabilities ? — I am speaking of all these figures subject to 
correction, for I have been out of town, and I fear have left my papers behind 
me ; and this prevents my going into some other points as to these offices, which 
would furnish the Committee with some information. But applying this to the 
subject of the appointment of a Government actuary. If you appoint a Government 
actuary you must necessarily select him from existing actuaries ; there is no mana- 
factory for actuaries where you can get one made to order ; you must take an existing 
actuary and make him a Government actuary. These three valuations show how 
very differently different actuaries treat questions of this kind, because it cannot 
be supposed that the difference of the ages of these offices has made all this 
difference ; of course it would make some difference, but in offices aged 17 years 
and 18 years the difference must be very small indeed ; as to the office which is 
only four years old, of course it will be much more considerable. Now, a Govem- 
m^ nt actuary might, by adopting an erroneous principle, make it universal. 

2833 — 6. Chairman.] What did you say was the age of the first office here ?— 
Eighteen years ; the other was four years ; I do not pledge myself diat those are 
the present ages of the offices ; those were the ages of the offices when they made 
the statements, which happened to be at my disposal. 

2837. Mr. Sotheron.] I understand you to give these three offices as instances 
of the very different result of the calculation of the assets and liabilities of a 
company ; I ask you whether the difference of premium charged by these three 
offices will not account for a large portion of the difference in the result ? — With 
respect to a comparison of offices, A. and B., there is practically no difference in 
the premiums ; as to a comparison of A. or B. with C, there is a difference 
decidedly, but not one which will account for the great difference of results. 
I should observe that the tendency ot tables of premiums of late years, has been 
rather to increase than to d('crease ; there is an impression that offices are getting 
lower in their terms ; the result of my observations is that they are getting higher ; 
and it is necessary that they should get higher, for they have to spend a great deal 
of money in the acquisition of business, which older offices have not. 

2838. I understand you to give these as your reasons why a Government actuary 
should not be employed ? — Exactly. The uniformity so obtained might lead to 
uniform error* It is clear that, making every possible allowance of every sort, 
there must be a very great discrepancy in the principle of taking the valua- 
tions of the two offices, A. and B. ; a difference of 90,000/. in the sum of 98,800/. 
There is, then, a very great discrepancy in the opinion of individual actuaries from 
something like the same figures ; this may arise from the assumption of different 
rates of interest. I am myself quite satisfied of one thing, which is, that if offices 
do not go into speculative investments, which clearly they have no business to do, 
they cannot in the long run make more than 3 per cent, interest. Other actuaries 
have calculated on a higher rate of interest No doubt I could have numerous 
instances put before me of their having succeeded in investing larse sums at 4 and 
4i per cent. ; but my answer to all that is, that I am speaking or coujpound inte- 
rest not only upon the actual investments, but on all the premiums paid. Another 
source of discrepancy is, that it is not the premium, less the deduction for the 
expenses of managing the business, but it is the full premium, that is taken into 
the calculation by some actuaries. 

2839. ChairmanJ] Including the whole balance in hand ?— The whole balance 
in hand and the expenses. 

2840. From the rate of interest actually received from investments, you must 
deduct the loss of interest for periods when capital is not employed at all t>etweea 
one investment and another, and prior to its being invested at all ; and making 
those deductions on an average of years, although in certain cases much larger 
rates of interest are received, yet the net rate of interest for a period of years 
upon the total funds of the society would not exceed 3 per cent ? Exactly. There 
ii one thing connected with the rate of interest which I should wish to notice ; 
this is, that a higher rate of interest may be got for small sums than for large 
sums. A person who wants to invest 2,000 /• or 3,000/. has the advantage of the 
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market, because there are niany persons who are desirous of borrowing such a sum j^^ £^ R^^' 

as that ; but when you come to the large sumvS which an office must accumulate, 

instead of the market being in your bands you are in the bands of tl)e market. 23 Jiuiei853- 

2841 . Adverting to these three cases you have mentioned, can you inform the 
Committee, if in estimating their future income, in what way they compute the 
premium ; whether the premiums are computed in all three cases, on what may 
be called the chief arithmetic risk, or whether in any case they consisted of the 
gross premium charged, including the loading, or whatever margin u)ay be put in for 
expenses and risk? — From the aspect of the balance-sheet, as an actuary, my opinion 
is, although I will not undertake to say that the fact is so, that this office which 
charges itself with 98,800 /. has made its valuation at 3 per cent., and in charging 
the premium agamst the reversion has put by or cut off from the premium a certain 
prx>per proportion, so as not to skin the transaction altogether, but to leave some 
allowance for future divisions of profit<^ ; I believe they have made allowance 
for the future division of profits, and for the working expenses of the office: 
and that the company which has come to such a different result, a difference of 
90,000/. in the sum of 98,000/., has first of all made its valuation at a higher 
rate of interest ; probably induced thereto by the then state of its own funds, and . 
that they have, in the next place, n^ade no reservation whatever, but valued the 
fill! premiums against the reversionary sums. And as to the third office, that 
they valued at 3i per cent, which is a half per cent, too high, and the sum they 
valued, there is no doubt in the world, was the full bulk of the premiums con- 
sidered as annuities against the reversionary sums for which they are pledged. 
Now the surplus thus created they have no intention of dividing ; if they were to 
divide it, they would, in point of fact, divide a thing which is not now in existence, 
and which,as a ntatier of fact, never will be in existence ; for some of these policies 
will lapse. We know by experierure that large numbers of them will do so, and 
every policy which lapses will withdraw something from the 93,000/. which they 
profess to have over and above their liabilities. Some of these policies will be 
three or four years of age, and this very company will be prepared to give the 
persons holding them something for their surrender ; they will be compelled to do 
so by the ordinary usages of life offices. Where a policy has been in existence 
some three, four, or five years, souje sensible sum of money will be given to the 
person who surrenders it. 

2842. Mr. MuntzJ] In this calculation have you not allowed for that? — Not in 
this calculation. 

2843. ChairmanJ] Reckoning them as present assets, what may be the future 
liabilities ? — I >^ ill suppose that my life is insured in an office for 1 ,000 /. I have 30/. 
a year to pay for it. On a valuation of the reversionary sums and the premiums, 
the office find that that policy is a profit of 20/. to them. Some time after I 
wish to get rid of the policy ; I wish to close the traudaction with the office, and 
I say, •* What will you give me for the surrender of it?" They oflFer me 20/., after 
I have paid, say four premiuuis, amounting to 120/. The sale of that policy not 
only destroys 20/. out of the 93,000/., but it charges the office with another 20/., 
and so makes a difierence of 40/. 

2844. ^^ ^o these three offices, you have told us one was 1 8 years of age, the 
other i 7, the other 4 ? — ^Yes. 

2845-6. In the first place, may not the difference of age account to some extent 
for the oldest office requiring or estimating that they require a larger amount of 
capital, in order to meet their liabilities, than the younger office ; and will not a 
greater number of the risks they have undertaken be nearer maturity, and more 
likely to become due? — Unquestionably, that not only makes a diffierence, but a 
very sensible difference; but it must make a difference greater than I believe to 
be possible before it makes />/u« 98,000/. into minus 93,000/., which is an extra- 
ordmary difference, being, in fact, 191,000/.; but one which would be fully 
accounted for by the different principles upon which the valuations, according to 
Qiy supposition, have been conducted. 

2847. You mean to say the reasons you have given rather account for the fact 
than justify the occiurence ? — Precisely. 

2848. I want to put a question to you as an actuary ; those three accounts 
placed before you, without any explanation whatever but the bare accounts as 
they stand upon that paper, might lead you to suspect that they have been dealt 
with in these various forms ? — Precisely. 
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Mr. E. Ryle^f. 2849. ^"^ ^'^^y would not necessarily furnish you with any means of coming 
to a determination whether they had been so or not; but suppose that in 

93 Jane 1853. ^\^^^ account you were told the rate of interest at which these accounts were 
calculated ; the number of years which the office had been in duration ; the 
average period of ages with the risks included, and the mode in which the com- 
putation of future assets had been made, whether a net amount of premium after 
making an allowance for expenses and future profits, or whether the gross 
amount of premium which the parties had to pay had been taken credit for 
altogether; supposing you had those elements accompanying those accounts, 
should you not^ as an actuary, be able to satisfy your own mind whether the con* 
dition of the company was satisfactory or not? — As an actuary, I should 
undoubtedly be able to satisfy my own mind, and be quite ready to support any 
opinion which I might entertain; but looking to the position and eminence of 
men who do not agree with me in such an opinion, I think that if the Govern- 
ment were to appoint an actuary, and now I am coming to the conclusion, which 
I would draw from the facts stated, who should have absolute power, there is 
very great danger indeed that they might happen to appoint a man of very 
extreme opinions, and who might, one way or the other, act very wrong, whereas, 
if you leave each office to be advised by its own actuary, although one particular 
office may go wrong, yet on the whole, with the spread of information upon the 
subject, no very great damage would ensue. As I have mentioned these three 
offices, I wish to be allowed to make one observation ; and that is, that there are 
many things to consider besides such figures as these ; every one of these offices, 
to the best of my knowledge and belief, is in a perfectly sound condition. The 
office that has reserved 8,800/. is, I believe, now, — I do not think it will be if it 
continues such assumptions for a long period of years, — in as sound a position as 
the office that has reserved 98,800 /., and I will explain how that may be true, 
which appears highly improbable in itself. The way in which they applied the 
bonus resulting from those valuations, may insure that no sensible damage may 
arise. If the bonus upon each policy is made to attach to the policy, and become a 
portion of the debt which the office owes to the individual, that bonus must be 
taken into account in the question of solvency ; but if the bonus only attaches in 
this way, that the office says, '^ I have got such a sum of money in hand, that I 
will give a bonus of so much to every person who shall happen to die this year,*' 
the bonus does not, in this case, attach to the policy unless the policy becomes 
a claim that year. The office then, at the end of the year, has the power of re- 
considering its position with respect to the remaining mass of the assured, which 
will be the most considerable portion of the whole, who are in existence at the 
beginning of the next year ; therefore, it is not always, happily, that even if a 
mistake is committed in the principle upon which the valuation is conducted, 
that such mistake cuts at the solvency of the office which has adopted a false prin- 
ciple. In each particular case there are special circumstances to take into account, 
and these will completely preclude the possibility of applying any one rough test 
of solvency, deduced only from the plan of valuation adopted, to all offices alike. 

2850. Supposing that the Government do not appoint any actuary at all to 
examine into these accounts, what then would be your opinion as to the effect of 
these elements to which you have referred, which would enable you along with 
these accounts to come to a correct opinion as to the state of the office, and the 
mode of conducting their business? — Is your question, *• What would become of 
the office that did not employ ah actuary at all r " 

2851. You have not understood me; you are stating objections against the 
employment of a Government actuary ? — I am. 

2852. I understand you to say, that actuaries differ so very much, that although 
the mode of taking the accounts might be perfectly correct, yet the Government 
might be of a very different opinion. You illustrate your objection by showing 
three different statements coming to very different results under, in some respects, 
similar circumstances ; now, I ask you when you state that, putting out of the 
question altogether the fact of the Government actuary, whether or not it would 
not be a great advantage to the company, and to you as an actuary, if you were 
called upon to give an opinion, to have accompanied with these facts that you 

• have put on this paper the other facts to which I have referred ; that is, the rate 
of interest at which the calculations have been made, the average ages of the 
persons insured, and from whom the premiums are derived, and the mode in 

which 
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Mhich the future calculation is made, whether upon the net premiums, or Mr. E. HyUy. 

premiums loaded to cover future expenses, if you had simply that information ? — 

If I had that information before me, I could on a consideration of the company's «3 June 1853. 
tables, and of the particular risks that it was under, unquestionably come to a 
satisfactory conclusion ; but I confess that in such a matter, I should have to go 
through all the labour of individual investigation, because there would be many 
things to consider besides the mere rate of interest which would be adopted. 
There would be not only the rate of interest, but the law of mortality, the reser- 
vation that was made or was necessary for expenses of management, and the 
different plans of assurance and of dividinjj profits adopted, and there are now 
such an immense variety of different tables, that the information that would enable 
me to come to that conclusion must be very voluminous indeed ; I should require 
to have these particulars, not stated in the mass, but stated with respect to the 
tables of the company. I may mention that, a fortnight ago, I was called upon 
to see something about the tables of an existing office, and I found that they were 
doing business upon 22 distinct tables. I should require these particulars with 
respect to assurances under every one of these tables. 

2853. Could you suggest to the Committee any rough but tolerably safe mode 
by which the solvency or general condition of an office could be ascertained? — 
If I had before me the tables of anyone company, I could, for its various years of 
age, give a rough test of its solvency ; but when you consider the numerous 
different |)remiums which are charged by different companies, and see the different 
ages of different companies, I think that any rough test whatever is quite impossible. 
I will illustrate n)y opinion by a fact : at the age of 30 years there are some 
offices which charge 2/. for insuring lOo/. ; there are other offices which charge 
nearly 3/. Now in the case of the office charging nearly 3?., I consider that a 
reserve of one-third of the premium so paid will at the end of five, six, or seven 
years be sufficient to meet future liabilities ; another third of this premium of 3/., 
or 1 /. out of the 3 /., would be taken up in meeting the current claims of the 
office ; the other 20«. would be bonus for the benefit of the shareholders or assured, 
after payment of expenses, according to the constitution of the company. But 
when you come to a premium of 2/. instead, I find that if they pay the same 
amount in claims, and of course the premium which the office charges has nothing 
to do with the rate at which the lives fall, that is, — a man will die just as soon, 
whether he pays 20/. as the premium for 1,000/., or 30/., and if another 205. 
were reserved as in the former case, there would absolutely be nothing left for 
either expenses or profits. 

2854. Suppose you bad an office charging 3/. and another charging 2I. for the 
same risk which you have stated, would not the one charging 3Z. be in a very 
much worse condition prospectively than the other, from the circumstance that it 
would be very unlikely to be renovated with new business, whilst the one charging 
2/., if a respectable office, would have the chance at any time, if not the certainty, 
of being renovated by a much larger amount of new business than the other? — 
]Vly knowledge of assurance business leads me to a rather surprising conclusion, 
and one which it priori would not be arrived at, and it is, that 'the public much 
more affect offices which charge a full premium than they affect those offices which 
charge what the public believe to be a narrow or insufficient premium. They are 
afraid of the narrow premium proving insufficient ; they therefore go to the office 
charging the larger premium. And an office tliat charges much more than another, 
generally offers to the public some extra inducement to come to it. If it is a 
n)utual office, it says, ** We acknowledge that we charge you more than the 
thing is mathematically worth ; but every five years, or at certain [)eriods, we 
examine into our accounts, and if we find we have charged you too much we pay 
it you back again ; you have the benefit of a bonus ; so that by the time of your 
death you really get, not the 100/. that you insured for, but 170/. or 200/., which 
we find to be the sum which your premium has, as a matter of fact, paid for.'* 

2855. To such an extent the additional premium is nominal, and not real? — 
Yes, except that unquestionably it allows for a great many contingencies which 
the other premium does not allow for ; and after all, the addition of the bonus to 
the [)olicy after insurance is a different thing from a bargain that the sum shall be 
so much ; that is, it is a very different thing to insure 100/., and such bonus as 
the office can afford, to insuring 150/. dead tor the same premium. 

2856. Is there such a thing as a difference between 2 /. and 3/. in offices 
incurring risks under the same circumstances and on the same conditions? — Not 
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Mr. f, ayiy under the same circumstances I think, but there are two offices which are now, or , 

were a year or two ago, precisely similarly ^tualed. They were both proprietary 

i3 Jui)ei853. offices,, and neither of them pretended at that time to offer a penny back 4o the 

assured in the shape of bonus. They were neither of them modern companies ; 

one charges a premium of Bon>e pence under 2I.; \L \gs. jd, I think it is; 

and the other charges a premium of 2/. 13*. 7^/., perhaps 5 rf.; that is a fact; I 

could, of course, name the companies, but I hope you will excuse me. 

2857. They are botlj offices which, in the estimation of the public at large, are 
of undoubted ref ponsibility and solvency ? — 1 believe «o ; but they are both offices 
which have never published any accounts, and which nobody in the world knows 
•anything at all about. 

2858. Are they offices of very large business? — Yes, both of them ; and both of 
them now, I believe, are offering bonuses ; one within the last two years. 

2.859. ^^' Cowan.'] Is there a similar proportionate difference attained at 
other ages of life? — There is a difference, but J am not quite sure that it is a 
proporiionate difference : I do not select the age of 30 with the view of supporting 
any particular view, but only because I happen to remember the premiums at thai; 

2860. Chairman.] Are you not ot opinion that persons on insuring their lives 
are very careful, in taking respectable companies, to examine those offices which 
offer the greatest amount of advantage, rather in the shape of low premiiuns, or in 
the fiha,pe of large returns upon the profits? — I think that the public are much 
more alive to that sort of thing than they were some time ago ; but still I should 
very much doubt whether, if I were to come forward with the offer of any possible 
premium, I might not get some customers ; particularly if I spent the necessary 
money in sending into the country, and amongst the classes who do not under- 
stand the subject, and who when they are once convinced that it is a good thing 
to insure their lives, go to the agent who has convinced them of that fact, and 
adopt also his opinion that his office is the best to insure in. 

2861. Mr. Sothe^'on.] Having shown us the inconveniences, canyon suggest 
Auy mode by which that which is clearly a bad thing should be prevented ; nauiely, 
that you or any other person should go and offer advantages which you know 
befcdfe cannot be realised ? — I would certainly, I ihiuk, retrace the legislation 
which has already taken effect on this subject. I would not aJlow any offioe to 
have any of the credit attaching to having complied with the 4erms which Piir- 
liament has considered necessary; and if you liad ai>y eRactment.at alU — I would 
rather have no enactment at all, — I would rather leave the jresponsihilib^ wiUi the 
public I but if you have any enactn^nt at all, it /should be^ i think, fori:he simple 
publication of accounts of two kinds. The first should ,be antaimual acoount ofieii 
receipts and disburs^onents (I would fiot give wy form for it, I would lat the 
offices reLurn it as they please), and an account of the assets and Jiabilities, and 
such other information ^as the deed of .soitlemcnt requires ihem to ^ive to their 
proprietors, or to the mutual body. I would require the publication of these 
accounte as much in the case of an old company as in the case of a new one. 

2S62. But after the example you have given us, do you suppose thait such return 
would be of any value at all? — 1 think it would be of some v^ue, for I Ihii^ 
people are getting to know more upon this subject than they formerly did ; and jf 
jou were to furnisli them with the means of informing tl^emselv^^s still further, I 
think they would avail themselves of those means, and that the relative position of 
offices would year after year a little more leak out, and be much meie freely 
discussed. 

2863. Would you leave it to the offices themselves to make out this calculation 
of their liabilities and assets in any form that tl)ey pleased? — Yes ; quite unre- 
servedly, leaving the responsibility with them. 

5864. If such should be the case, and the three offices which you mention 
had to make such a return, would you not get those very remarkable results which 
you have piven us ? — Yes, I should. 

2865. Would not that mislead the public instead of guiding them.'f-nln the long 
run, I think it would correct itself. 

i2866. Mr. Cowan,] Be good enough to explain what youmean when you say that 
you think in the long run it would correct itself? — There are at present. but few offices 
that make returns. I think if offices would more universally make returns, those 
returns would be more compared than they are now. I think that if each |)ersou felt 
himself under the responsibility of inquiring into the respectability of an office, that 
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knowledge on this subjer! wcmid be miieli larger than at present exists. There ^^ £^ ^^/^ 
are offices who put forward in their prospectuses enormous subscribed capitaltSj^ ' 

and which have been in existence many years, yet no living soul has ever seen 23 June 1853. 
any statement of either receipts, disbursements, assets, or liabilities. 

2867. Mr. Sotkeron.] You have been speaking of the public, allowing them to 
be much better informed; but I am anxious to know how you would prevent 
those who have the management of these offices from being left to make what- 
ever return they pleased, from making a return which should rather mislead 
the public than direct them ? — It would be easily detected ; it is very evident 
indeed, upon the inspection of an account, whether people mean it to be under- 
stood or not ; and 1 do think a company would be putting itself under very great 
disadvantage indeed, which, beinp compelled to make a return, should make a 
return which was really unintelligible. 

2868. Do you think a company would make to Parliament a retam more 
accurate than it would make to its own proprietors or members ? — I am only 
insisting upon their making to Parliament this same return that they make to their 
proprietors. At present, every company no doubt makes some statement to its 
own proprietors, though I mist say' I have seen great and highly respectable com-' 
panics, very wealthy indeed, which make such returns perfectly illusory. I think 
the best remedy for that will be to insist upon those two balanee-sheets that I 
spoke of, and allow people to compare the returns of one office with another, unless 
you are prepared to let it alone altogether, which is ray point. 

2869. Would you not ^ei from those three companies you have mentioned,, 
those three remarkable returns that you have given us? — Yes; those three com- 
panies would do no more than they do now, but I should like every company to do 
what those three companies are now doing. 

2870. How would you set to work to induce those three companies to give 
you a return which really and truly shouW give you a view of their actual con- 
dition, because I presume you consider that at least two out of the three do not 

?'ve you a view of their actual condition ? — I am not quite prepared to say that, 
hey give roe such a riew of their actual condition by the inspection of their re- 
turns, that although I see upon them many things which I cannot altogether coin- 
cide hfi, I yet conceive that those three offices, any one of them, are perfectly solvent. 
I say nothing of bonus aT>d advantage. I shouFd not object to insure my Kfe in 
any one of those three officeSw I sboitkl not ttitok my money vrm in danger. 

2S71. You would not ibink they were solvent, because of that rciuna ; the 
returns would not be an element m your anriving at that conchtsion ?«— Yes, they 
would. This ift only a selection of certain parts of these returnsi, which I have got 
together for the sake of comparing the very great discrepancies which may ariae 
between different men, according to Uieir opinion as to the pruciciples upon which 
a valuation should be conducted. I have eko objection to make lo the form of 
the returns ; but these different returns embrace a vast number of facts which I 
have not mentioned to the Committee. 

2872. Mr. Geach.] Have you got all your information from tliese published 
returns? — Ye*. 

2873. Mr. Jiiinte.3 Notwithstanding all these discrepancies, you consider these 
three offices all safe, you say I — Ye.s 1 think they are. 

2874. According to that the. discrepancies are not very objectionable? — ^Not 
as respects the solvency of the offices ; but I should say that if two of those offices 
were to persist not in that sort of account, (Hit in tlie principle of valuation adopted, 
and were to act upcm it, that they would certainly not continue solvent; but my 
confidence is, that this office, which lays claim upon a million insured to a profit 
of 93,000/., will leave that profit entirely alone, and never think of touching 
it; and that as balance-sheet after balance-sheet appears, when it comes to a 
division of profits they will furnish a just estimate of their position, and divide 
only that which they have to divide. 

2875 Chairman.'] Tliey are only safe, provided they are not acted upon? — 
Such a valuation as that is only safe, provided it is not acted upon. 

2876. Mr. Soiheron.'} Setting aside the idea of a Government actuary, you 
think it is undesirable to require returns in a particular form, so as to produce a 
uniformity of results? — I think so, for this reason: I do not think it would be 
possible 10 frafiie a clause or a sciiedule which would meet every case ; I think 
we should place in that matter the same reliance which Sir Robert Peel was 
willinir to pia'ce in the returns of the banks ; he required certain facts from them ; 
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Mr. E. %Ary. he required the publication of those facts, but he did not impose upon thctn any^ 

form, and he did it advisedly, for if I remember right he said upon that occasion, 

43 June 1853. " That it was quite impossible to foresee beforehand all the incidents, and to 
embrace them in a general formula.** 

2877. -As a matter of comparison between one company and another, do you 
then, with the opinion which you now express, think that there is any use in any 
return at all ? — Yes, I should think there would be some use in returns, and I do 
not tbmk that the full use of these returns would be apparent in one; t\%o, three, 
four or five yeai^, but I think that the advantage would be accumulative. 

2878. Wiiat kind of accumulative advantage ivould you expect? — I mean that 
the grounds for forming a comparison would become wider and wider ; as time 
rolled on, there would be a greater number of companies and a greater number 
of returns from each company ; a company may give a very delusive return for 
one year, but if it sticks to that same form year after year the delusion will 
soon become apparent, because aftei all, if they pretend to give any return at all, 
that return must embrace some facts. 

2879. ^r* 'Mtintz.] In your opinion, it will become apparent before it has pro* 
duced any serious ill effects ?— Yes, in 10 years, if it does not in three. 

2880. But before it has produced any serious effects which had become appa- 
rent ? — I cannot say that ; that will depend upon how cunningly the delusion is 
managed, and how long the false principle is acted on. 

2881. Mr. Sotheron.'] Not speaking of cunningness or delusion, as I understand 
these three cases are not intended or thought to be delusive returns, and yet they 
are so very different one from the other, that you can hardly suppose that by 
means of them any person can arrive at a statement of the solvency of any one 
of these three societies ? — Decidedly. 

2882. Then do you think there is any use at all in requiring returns if honest 
people setting deliberately to work can return for such cases as these three offices 
such different results? — Yes, very great benefit; I will undertake to say, that as 
tiie series of the valuation returns of each of these offices go on, that anybody 
will be able very soon indeed, by a comparison of one with another, to elicit the 
state of the companies from these returns, which are particularly honest, straight- 
forward, and good returns ; I could not desire anything better. 

2883. Mr. Geach.] Those three instances which you have mentioned, are got 
from the investigation of the affiiirs of the offices, from their books, or from some 
printed return ? — Merely from published statements. 

2884. If those three instances can be got from published statements, and you 
are enabled to say that, from the information you got there, you should not hesitate 
a moment in insuring in either of those offices, do you not think that a published 
statement that would enable you to do that, if it were made general, would be 
beneficial ? — ^Decidedly beneficial ; my only objection to it is, that it should be 
done compulsorily, and that Parliament should appear to the public to put that 
forward as a test of that which really after all in some cases it will not be a test 
of. There has been restrictive legislation with respect to joint stock banks. I 
wonder if a joint stock bank were to go now, whether Parliament would feel 
called upon to pay the losses, provided the company itself did not pay them. 
Parliament has interfered with the natural run of commercial transactions ; it has 
put forward in the case of the joint stock banks certain restrictions ; it says, ^* You 
shall not have a share of less than* 100/. ; you shall not have less than 50,000/. 
paid up,'' and many things of that sort. You have thus restricted the capital which 
has been placed in banking, and if that has not turned out well I think you ought 
to pay any losses which may arise. 

2885. Mr. Muntz.] But you do not expect that, do you? — I do not. So in 
the case of insurance offices ; if you interfere with them, if you put before the 
public a test of their condition, and encourage the public to believe that you are a 
paternal Government, and will see that they are not cheated, I think you arc 
bound to stand by the result of that legislation in equity. 

2886. There is a similar effect produced with respect to savings banks? — I do 
not know so much about savings banks as I do about friendly societies, but I 
have no doubt in the world that the ability which people have of saying that they 
are registered under the Friendly Societies Act, and that they have got Mr. 
So-aiid-so's certificate, and all that sort of thing, has been the cause of wholesale 
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ruin by fostering the formation of conopanies under a delusive test, which has the Mr. E. Ryley. 

credit of Parliamentary sanction. 

2887. Mr. Cowan.'] Do you think it would tend more to the safety of the 23 June 1^53- 
community if there were no Government interference whatever ? — I am quite 
convinced of that myself. 

A COMPARATIVE STATEMENT, referred to by Mr. Ryley in his Evidence, showing, 
with respect to three offices, A. B, and C; (1.) The age of each office at the date to 
which the other particulars refer; (2.) The average of its premiums for the assurance 
of 100 Z. at ages 30, 40, 60 and 60; (3.) The amount of its annual premiums on 
the supposition that the sums assured by it amount to 1,000,000/.; (4.) The value 
of such amount assured; (6.) The value of the corresponding premiums; and (6.) the 
reserva tion thought necessary by each office. The above particulars are all founded 
on statements made by the offices themselves. A. and B. are not registered, and 
C is a registered office. 
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Alexander Colninj Esq., called in ; and Examined. 

2888. Chairman.] YOU are an Actuanr ? — lam. 

2889. In what office are you? — ^The united Mutual Mining and General Life 
Assurance Society. 

2890. In what year was your company established ? — In the year 1849. 

2891. Then it is established under the new Act ? — It is. 

2892. Has your attention been called particularly to the publications of the 
various offices under that Act ? — It has. 

2893. And to the balance-sheets ?— And to the balance-sheets. 

2894. With regard to the expenditure of these new offices, as shown by these 
accounts, have you any explanation to make to the Committee ? — I think the 
•expenditure has been exaggerated ; at all events, as regards the comparison which 
has been drawn between the expenditure of some 21 old offices which have been 
brought before the Committee, and the 28 new companies whose accounts have 
been analysed and circulated. 

2895. In what way do you think that the expenditure has been exagj^eiated ; 
explain that to the Committee ? — In the first place the period of the existence of 
the companies is not the same in the two cases. The gentlemen who have 
brought forward the expenditure of 21 offices, bring forward the expenditure of 
21 offices each of which has been in existence for five years ; it is not an average 
of five years; it is five years in each case. As regards the 28 modern offices^ 
they take the actual duration of the offices; some one year, two years, three 
years, and so on, making an average duration of three years and four-tenths. 

2896. That was stated at the time, was it not? — ^That was stated at the time, 
but still it is not a period of three years and four-tenths in each case, as in the 
other case it is a period of five years. If these offices had had an actual duration 
each of them of three years and four-tenths, instead of some one, and some two, 
and some three years, and so forth, the comparative expenditure would apjiear to 
greater advantage as regards the younger offices. 

2897. If the average has been three years and four-tenths, then the duration 
of some of them must have been much longer than that? — The actual duration 
of the highest is under six years. In this case, therefore, it scarcely exceeds the 
actual duration ot each one of the 21 old offices which were referred to. 1 might 
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A. CoMk, Esq. be allowed, perhaps, to state that that average duration, as fe^rds the yoonger 
7" offices, is imperfect. Some of the dates are taken ffom the date of provisiomil 

33 June ^853* registration, some from the date of complete registration, arirf doofie from neither. 
Now, in all the cases of the registered offices, no office is *ll(>wcd 10 commence 
bosiness until it is completely registered ; and, therefore, the receipt of premiums 
should be reckoned from the date of complete registration, the expenses from the 
dale of provisional registration- 

2898. If that had been corrected in the account, what difference in the average 
would it have made ? — The tendency of it would be to reckrce the average period 
of the business existence of the offices. Probably ift wowld bring it under three 
years, or down to three years, perhaps. 

2899. Is there any other observation that you have to make upon the com- 
parison ? — There is one matter to which I would refer with reference to these 28 
companiej*, how it happeaed liiat 28 only were brought forward. Mr. Brown 
staled that there were only 28 companies whose accounts were intelligible, or 
sufficiently so to allow of their being condensed. Now, that is rather an incor- 
rect version of the matter. The mode. in which they happened to be broui^ht 
forward was this. Mr. Cliristie, on receipt of the Parliamentary returns, the 
account presented by order of Parliament, sat down and analysed the accounts, 
not of all the offices uhose accounts were printed, but merely of 44 offices, who 
had their chief place of business in London and were life offices. Now, of those 
44 offices, 10 were founded in the year 1851, and therefore had not been in 
existence sufficiently long at the date of the return, to enable them to deposit a 
year's account. Four others had ceased to exist years previously, probably before 
they had any account to render ; that reduces the 44 to 30. Then of the 30, 
there are two accounts. I will not mention the names of the offices, but there fs 
one set of accounts concerning which Mr. Christie says, *'The accounts are so 
inconsistent and unintelligible that I do not venture to submit any abstract of 
them." Perhaps as bearing upon the question of a Government inspector, it may 
excite a smile if I say that these accounts which Mr. Christie pronounced to be 
so inconsistent and unintelligible, bear the sigtiatnre of the then Secretary of the 
Board of Trade, who was a director of that particular office. Mr. Christie says they 
are unintelligible. I do not say that that is my opinion of them. I think if I 
wer^ to sit down and fexaaime the aco6Unf, 1 could make out what the parties 
meant. But Mr. Christie probably was not aware that the office in question was 
founded before the Registratkm Act Came itlto optiration, but afterwards dis- 
solved, and re-constitut^ itself under the Act. Therefoi-e there was a quantity 
of old business brought in prior to 1 844. I think it is probable from that that he 
got into confui^ion upon the subject. That reduces the number to 29. The 
accounts of the 29th office are not condensed by Mr. Christie, because he says 
the accounts are entered down to « oerta'm period, and from another certain period 
on; '• but the ihtermediate acctiuut from th6 fi9th September 1849 ^^ ^^^ ^5^^ 
March 1850 being vi anting, it is, of Course, impossible to form a general abstract 
of the intromissions.'' Now, it Beemed remarkable that the intermediate half 
year should have been omitted. I thferefote went to the registration office to 
examine if the account w as there ; I found it was not. I then applied to the Secre- 
tary of the office in question : he said, '* We certainly sent the account from here 
by the messenf^er, and there is an entry of the registration fee in our cash-book; 
whether the messenger entered it or not we cannot tell ; he has g(me to Australia ; 
the first intimation we had of the accotlnt not being lodged was seeing this para- 
graph in^Mr. Christie's Book." He said, also : *' If the Joint Stock Office registration 
sheet would give us a receipt for the fees which we pay, or a voucher for the 
documents which we lodge, we should have Some check upon the parties whom 
we send with them; but they always refuse to give any voucher for anything 
you pay, for any document that you lodge.'* 

2900. The Act of Parliament does not compel them to do so ? — They have said 
they are prohibited from doing it when I have applied to them ; they have sai*!,. 
*' We are not allowed to do it ; we are prohibited.' 

2901. Neither for the documents nor the fees? — Yes; consequently, we are 
bound to register certain documents at certain times under certain penalties, anil 
we have not the slightest voucher to show* whether we have or have not complied 
with the Act. 

2902. Supposing there were a fine attached to the non-compliance of the Act 
of Parliament, you would have ho means of proving that 3'ou had complied with 

it?— 
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it ?— No, unless by calling them to produce the books ; I think that is a point that A. Colvin, Esq. 

ought to be remedied. If we are bound to make certain returns, and are liable to 

penalties, the Board of Trade ought to allow us to have some voucher. «3 Jane 1853. 

2903. Have you formed any opinion with regard to the efficiency or non-effi- 
cieney of the Act of 1844, so far as it has gone, or the Government interference 
generally? — I do not think that Government interference is likely ever to be of 
much avail. Any Act of Parliament which is passed, particularly upon a subject 
of this kind, would always be open to a host of technical objections ; and whatever 
tb^ enactment might be, if any parties failed to comply with what was supposed 
to be the spirit of the Act, there would always be so many technical objections 
raised that the case would never come to be decided upon its merits. If you 
could have some despotic power by which the moment an offence was committed 
the retribution should follow, then Government interference might be of some use. 

2904. The objection which you make is rather that it is ineffective than that it 
is undesirable ?~I ihink it is both ineffective and undesirable ; the moment that 
the Government interferes 10 protect the public, that moment the public cease to 
take care of themselves ; and in proportion as the Government interfere the public 
will become more careless. 

2905. Mr. Sotheron^l An Act of Parliament which provides only materials by 
which ihe public may protect itself is surely not to be spoken of as an Act of Par- 
liament by which the Government shall protect the public ; is not there a great 
distincttoii between those two kinds of Acts of Parliament, one which shall require 
certain companies to furnish materials by which the public may judge for them- 
selves, and aoother, such as you speak of, which enables the Government and 
auUiortses tbem to protect the public? — There would be certainly a difference 
between those. 

2906. Under which of those two heads do you class the Joint Stock Com- 
panies Act ? — ^Probably it comes somewhere between the two. 

2907. Mr. Muntz.] Your opinion is, that whenever the Legislature interferes 
with a subject of this sort the majority of the public would depend upon the 
Government? — Yes; if you render any form of accounts compulsory there would 
be certatfi >ofiice8 that woi»kl honestly comply with the Act, and give a faithful 
acooiint fof their affairs, and they would ibe roundly abused by other offices who 
did not do so, and it would l)e the honest ones who would be the most severely 
treated. It is the caae now. 

290S. With respact to thesie 2 1 old offices in which the account was taken, 
was ititakenivom any particular period of their business r— The first five years of 
their bttsinesa, and they had all beexi in existence dve years. 

2909. Before it was ti^ken ? — Yes. 

2910. That is the secowl five years of tl>eir existence? — No, it is the first five 
yeac6,.at least it is alleged to be the fir^^t five years; but beyond that there is 
another important point, a^d that is, that those 21 offices may be said to have 
been Tutrluftlly selected officea. The gentleman who brouj^ht them forward said, 
"I applied to 21 offices, and I got the account from »ll I applied to." I could 
almost imdertake to say that I could name the 21 offices; I could safely I think 
name 1 8 ; I know they would mi be a fair average, but 2 1 of the best of the old 
offices ; probably the gentleman did not think he was doing it, but I know the 
offices to which he uould naturally refer. 

291 1. Chairman.'] Would you require no test as to the bon&jide object of the 
coQipany, at first starting ? — I think first of all, the malnjides ou^ht to be proved, 
before any legislation should be required as a test ofbonajides. I believe that, as 
a rule, the offices established under the Act of 1844 are to the full as honourably 
conducted as the offices of an earlier period. They number amongst their 
directors gentlemen of high standing in society ; and I think, before any legislation 
took place with the view of testing the bonajides of the conductors of the offices, 
that malajides should not be assumed, but proved. 

2912. Mft.Muntz.] What is your opinion with respect to paid-up capital being 
any proof of bona fides} — That makes wealth the test of honour. 

2913. What effect do you ihink that would have upon the circumstances of the 
.person assured? — I think it woulil rather lead to public damage than benefit. 
The real security of the public lies here ; that if an office is unsound in it^ prin- 
ciples, or if the parties are not competent to manage it, it shall be brought to a 
^tand-^till at the earliest possible moment ; because, the sooner an office comes to 
ti stand-still alter it has started, the less difficulty in transferring the business to an 
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A. Colvin, Ksti. ^'^ office. If there is a capital of 50,000/. paid up, that will probably enable the 

„ parties to go on from year to year, until perhaps an amalgamation is hopeless, or 

33 June 1853. would be a matter of great difficulty to carry out; whereas if there is no capital, 
the office must be brought lo a stand-still at an early period. 

2914. Chairman.'] Supposing that a capital of 50,000/. has been subscribed 
by directors who alone have the control of the business, and who alone can be 
consulted as to whether the office is to go on or not, do you think that the risk of 
50,000/. of their own money, which would be required if the office went on, would 
not be rather an inducement than otherwise for them to pull up at such a period 
as they could dispose of that business without a loss ? — I think that so long as 
there was money in hand, they would go on in the hope that they would recover 
themselves. 

2915. You think that private individuals would see their own risk of 50,000 /• 
every day becoming greater and greater, and the only advantage which could 
possibly be gained by their going on being the advantage to the public at large, 
they would incur the additional risk, and do everything rather than drop their 
business and dispose of it? — Yes ; because they would believe that by going on 
they would redeem themselves. There are stronger cases than that have 
occurred, where parties have actually gone on paying calls successively. 

2916. Suppose they redeem themselves, what advantage then would they gain? 
— ^They would not lose their money. 

2917. Suppose they go on and get worse, how are they then ? — They hope that 
they will not go on getting worse. 

2918. Here are two prospects before them, one of getting worse, which is 
rather the more probable one from the fact that they are at that moment becom- 
ing worse, the other of ultimately redeeming their position. If they redeem their 
position, they do nothing but save their property ; if they do not redeem their 
position, but the office gets on in future as it was going on at the time that they 
lost their money, is it not the case of a choice of loss on the one hand, and a gain to 
the office on the other without any advantage to themselves ?— No, I think not. 
They would be certain to try their utmost to save themselves from loss, and to 
recover the money which they had ah-eady paid. But I know a case much 
stronger than that ; I know a case in which shareholders have gone on paying 
up calls successively in the hope of ultimately raising themselves. 

2919. Mr. Sotheron.] In the case which you have just put, of proprietors 
going on though they well knew they had no hope of recovery, are you speaking 
of proprietors who had risked nothing ? — No ; I am speaking of proprietors who 
were paying calls ; paying in more money ; adding to the risk. I knew of a case 
where I had it said to me, " We are going on losing ; but we have got some good 
wealthy shareholders, and so long as they pay up we will go on." 

2920. Was not the amount of money that was paid upon those calls a very 
small sum ; should you draw the same argument in a case where the proprietors 
were risking a large sum ? — ^The larger the call, of course, the greater difficulty in 
getting parties to respond to it. 

2921. Supposing those parties who were carrying on a large business had 
50,000 Z. contributed amongst them, and laid up as required by statute, do not 
you think that would make them more careful of going on with a failing busi- 
ness? — It would; still they would always cling to the hope that they would be 
enabled to regain that which they had lost. 

2922. It is, of course, human nature, that all persons in such circumstances 
should cling lo the hope of improvement ; the question is, whether the apprehen- 
sion of losing much capital would not bring them to their senses sooner than the 
apprehension of losing a smaller sum, or losing none? — The process would be 
gradual. 

2923. Which of the two would be the quicker? — I think you would always get 
parties to hold on to the concern as long as possible. At every annual meeting 
it would be slated that by doing ?uch and such things, the state of afiairs would 
be bettered ; and so on from year to year ; if it came on suddenly, then probably it 
would be otherwise. 

2924. Chairman.'] Suppose two offices, the one without paid-up capital at all, 
or risk on the part of the directors, the other with a paid-up capital of 50,000 /. 
amongst five directors, and otherwise in exactly the same position ; the one risk- 
ing only the premiums that had been paid, and therefore the funds belonging to 
the company, the other risking the funds and their own capital of 50.000/., which 
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was coming to the relief of the losses ; which of those two cases do you think most A. Colvin, V.^^ 

likely to come to a reasonable and prudent conclusion at first ?~In the case of five 

directors paying up the whole capital of 50,000 /. they would be more likely to *3 J«ne 1853. 
come to a sensible conclusion than where the money was contributed by a 
larger body of shareholders. I do not think any otfice has ever been started in 
which five persons have contributed 50,000 /., the whole of the capital ;* that is an 
extraordinary case, and not likely to occur in practice. 

2925. Mr. Muntz.'l Companies are like individuals, when they get into diffi- 
culties they are always hoping to get better while they are getting worse ? — Yes ; 
and the larger ihe capital, and the longer the time they go on, the greater injury 
will be inflicted on the public. I think the security of the public lies rather in 
having a large number of shareholders each with a small stock, not too small, — 
comparatively small. You should rather prescribe the maximum sum which any 
body should hold than the minimum. 

2926. Do you think any reasonable amount of paid-up capital would give 
a security to the public in regard to realising the profit? — No; the ultimate 
security of the public must depend on the premium. The only use of capital is 
that suggested by Mr. Neison, to facilitate the carrying on of business in the first 
instance. 

2927. Chairman.'] To spend it all ? — To spend it all. 

2928. Mr. Sotheron.^ Have you ever, in your mind, determined any comparison 
between the amount of expenditure for management between an old and a new 
company ? — ^That is a point which I should wish to come to. The expenditure of 
the older offices, the 21 ofiices, is put down at 14 percent. I apprehend, in the 
first place, that does not include the whole expenditure, and this statement drew 
my attention to the subject. I find, for example, on looking through an account 
of an old office, which has been published recently, and which extends over a 
period of seven years, amongst the items of expenditure are "charges, 29,000//* 
Thoi^e are the charges which would most likely be included in such a statement 
as has been jiiven in by Mr. Brown ; but beyond those charges there are 9,000/. 
for commission, and 29,000/. for proprietors' dividends. All those three items 
ought to be included in companng the expenses of the old offices with the 
expenses which have been put down against the new offices. Everything in the 
shape of disbursements on the part of the younger offices is brought into this 
account, whereas in the old offices I have every reason to believe that it only 
includes certain items. 

2929. Including in that account the same heads of expenditure, what do you 
think ought to be the comparison between the old and the new companies ? — In 
all probability, the expenditure of the young offices would be somewhat beyond 
the expenditure of the older ones ; not to the extent that would be supposed, but 
the young offices take business which the older ones would not ; there are a large 
number of policies issued now to [>ersons in an inferior station of life to what 
used to be the case ; it cannot be supposed, that the expenditure of an office 
whose average policies exceed i ,coo /. can be compared to that of an office whose 
policies do not exceed 300 /. , 

2930. What would you say roughly ought to be the average expenditure of an 
old and of a new office; for the new office say one year old, for the other say 20 
years ? — ^Tbat is a question to which I have not devoted any particular attention, 
that is to say, with a view of arriving at what a comparison should be ; I am rather 
dealing with what the comparative statement is. 

2931. Of course there is a difference between one office and another; lam 
anxious to know what you think ought to be the relative per-centage that should 
be expended by an old and by a new office, say an office under three years old^ 
and an office between 15 and 20? — What the expense of management should be? 

2932. What the per-centage should be upon the receipts of the year? — The old 
business of the old office ought to be managed very cheaply, and the principal 
part of their expenditure should be with respect to new business. I have no 
doubt you would find, taking matters as they are now, coniparing new business- 
with new business, that probably the old offices expend at least as much as the 
young offices. Taking them now at their present age, comparing the new busi- 
ness with their actual expenditure, and making a fair deduction for the expenses of 
conducting the old business, 1 think the expense of the one is equal to that of the 
other. 

0.55. K K 2933. Mr. 
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A.CoMnj Esq, 2933. Mr. Cinoan.'] Is it your opinion, looking to the constitation of life 

assurance societies for many years, money coming in, and the payment of claims 

23 June 1853. not arising for a great many years after the institution of these companies, that a 
great temptation is presented to individuals to establish such companies, so as to 
take them out of the category of all other trading companies whatever? — As 
regards the establishment of an office without capital, it is really one of the slowest 
things possible for any one to make any real profit by ; for any one who wants to 
make money it is one of the worst things they can possibly do to start a life 
assurance office ; if they do so, the best thing they can do is to get as much capital 
paid up as they can ; the more capital that is paid up the better for them. 

2934. What I mean is this ; for a great many years after the Establishment o^ 
an insurance company the money is coming in to a far greater amount than the 
outgoings, whether the company be a mutual or a proprietary one ; you admit 
that to be the fact? — Yes. 

2935. Does not that very circumstance of itself present a great inducement to 
individuals to establish companies ; having a great deal of ready money in their 
bands, supposing they do any business at all ? — It is only in the event of their 
getting business that they have any money in their hands ; that business is only 
obtained by considerable exertions ; there are hosts of things that present far 
greater facilities for getting money than life assurance offices. 

2936. Do not you think that from the application of the claimants being 
deferred to a distant day they are in a different position to other trading com- 
panies? — Certainly, the fact of the liabilities being deferred instead of immediate 
is in favour of the parties who start the office ; but life assurance is not an article 
in general demand ; it is not an article of necessity ; it is not an article which 
people will apply for themselves to any great extent. 

2937. Is there not a very large and a very ^/rowing demand for it ; a very lar^re 
area still unoccupied? — No doubt about it, and therefore no obstacles should be 
thrown in the way of its advancement. 

2938. More than one witness has expressed an opinion that in order that a 
company primd facie should appear to possess a secure position, that a certain 
amount of the premiums should remain on hand ; have you formed any opinion 
upon that point?— Yes. Applying every test that previous witnesses have 
suggested to these offices, it appears they are solvent, and more than solvent ; 
it has been stated that 50 per cent, of the premium should be in hand. Now, 
assuming this table to be correct 

2939. Is that Mr. Christie's table ? — It is founded on it, and Mr. Brown stated, 
to my surprise, that he had checked it with the original returns ; how he arrived at 
the same conclusion with Mr. Christie, alter checkinir it with the returns, I can- 
not conceive ; but assuming it to be correct, the actual amount received for pre- 
miums, including sums for the purchase of annuities, is 431,080 /. ; we will assume 
it is all insurance premiums, it only makes a very httle diffi^rence, and only com- 
plicaites the case to introduce the annuities. Assume that it is all insurance 
premium, 431,080/. ; from 40 to 50 percent, of that should be in hand, i. ^., 
2i5,o?)0/. ; the actual fund in hand by this table is 367,000 h 

2940. Chairman.'] Does not that sum include all the paid-up capital ? — Tes; 
but the witnesses say you should have paid-up capital, in order to protect the 
assured. 

2941. Are you not aware that in the observations that were made with regard 
to that table, they were speaking of profit or loss upon the assurance business; 
therefore if the capital is infringed upon, it is nevertheless a loss; though the 
public be guarded by the proprietors' capital, yet nevertheless it is a loss to some 
one upon the business done? — Yes, but I understood the object of the Legis- 
lature was to protect the policy holder, not the shareholder, 

2942. No matter what tlie object of the Legislature be, the result of this account 
would show a loss upon the business transaction ; whether that loss is to be 
borne by the public or by the proprietors of the company, is the question ? — The 
account is not in such a position as to show a decided loss ; you show a certain 
sum of money has been spent. 

2943. Taking the test to which you have adverted, the proportion of the funds 
in hand and the assets, supposing them to be equal to 50 per cent, on the sum 
assured, you have not in that account the proportion of the assets, unless you 
include the proprietors' capital ? — No ; tiien the question arises, what expenses 
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are to be paid out of premiums, and what out of capital, because if the capital A, ColmH,'Emi* 

is Dot to be touched at all, there is no use for it. ■ — 

2944. My question was, whether they were carrying on a prosperous business «3 June 1855, 
orotb^wise? — ^They have not been in business sufficiently long to enable any 

one to pronounce a decided opinion upon their state; there is nothing to show 
that they have not laid the foundation of a business which may bring in a rapid 
accumulation of income afterwards, merely from the fact of so much money 
having been expended in doing nobody knows what ; no one knows what ramifi* 
cations and extensions of various offices may have been formed ; you are not in a 
position to judge until you know what each office has done. 

2945. Supposing that the expenditure is necessarily greater than in proportion 
to* the amount of business done, until the office had been some time established, 
would you not conceive at the end of three years, or of any number of years, 
there ought to be a certain proportion of the premium remaining on hand, in 
order to indicate that the office is in a sound and satisfactory position ? — ^The 
larger the sum of premium on hand, of course the better, but so long as there is 
a sufficient sum on hand to protect the assured, no matter from what source it 
comes, so long the office is solvent. The proprietors' capital is not the first 
charge on the business which has to be paid off, whether or no, as some gentlemen 
seem to assume, but it can only come in after the payment of all claims ; the 
maximum of the liabilities upon the proprietors' capital, is just the amount of the 
difference between the one side of the account and the other, not the full amount 
that is paid up. 

2946. According to the answer to the last question, you think there ought to 
be a certain amount of the premium remaining on hand at any given period after 
the firfet, second, or third year ? — Yes ; I am offering no opinion on the actual 
anaount of premium that should be in hand ;.I am nierely taking the test that these 
gentlemen have applied to the offices ; they say an office is not solvent unless they 
are able to buy up all the policies. 

2947. Out of the capital ? — Out of the capital and premiums combined. The 
capital would help it to some extent. 

2948. If they did it out of the capital, would that not necesarily show they 
were pro tanto carrying on a losing business ? — It would show that up to that 
time it had not been a profitable business, but it would not prove that it could 
not be made one. 

2949. You have arrived at the conclusion with regard to the offices before you, 
that capital is at all events a very important item ?— It is; but it only enables 
them to spend it. 

2950. It appears from what you say, it is the only thing that enables them to 
claim the condition of solvency ? — Yes ; in that point of view it is ; but provided 
they are solvent the policy-holders are not sufferers. 

2951. Mr. Cowan.] Do you think it desirable for an insurance office to have 
capital or not? — Desirable with a view of facilitating the obtaining of business, 
but not on any other ground. 

2952. Is it not desirable as a security ? — I do not think it is much of a security 
to the assured. 

2953. You think they would not be able to have a better trial in carrying on 
their business? — I think you ought to leave that to them; you ought not to 
compel them to have it ; if they should have money they will make use of it ; 
you should leave it to offices to call out what capital they please; the tendency 
would not be to start without capital. 

2954. How many years do you conceive to be necessary, after the establishment 
of a company, before ihey are in such a position as to have a margin to lay up a 
portion of the premiums? — I would try to illustrate that point in this way, that 
an office may expend a considerable sum in starting, and yet not necessarily be 
insolvent. To do that, I will take ultimate values instead of present ones.. An 
office contracts to pay 100 /. on the death of a party insured, but takes good care 
to charge the party 120/., or perhaps more; there is, therefore, a margin of 20 /. 
ultimate value to draw upon ; the party assured pays on the average about 3 /. 
per year; the 3/. taken as a single premium would amount to about 61. on the 
death of the party ; supposing one year's premium spent, that would only take 
61. from the margin of 20/., and the office would still be solvent on the whole 
transaction. It might be shown to be insolvent in the first year, but upon the 
whole transaction it would not be so. 

0.55 K K 2 2955. You 
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A. Cvhin, Esq. 2955. You are assuming the case of an excess of premium, are you not? — An 

excess of premium is always charged ; that which we assume to be 120/., more 

23 June 1853. frequently in practice turns out to be 150/.; and therefore, a considerable sum 
might be spent in the outset without at all damaging the ultimate prospects of 
the office ; it might be true, in the first, or second, or third year, that the amount 
laid by was not so much as it should be, but that would be rectified in after years. 
29.56. Mr. Muntz.'] Has any case come under your knowledge of offices that 
have begun with a small amount of capital that have ever failed to realise profits ? 
— If they have found it inexpedient to go on, they have found no difficulty in 
handing over their business to other offices. 

2957. Chairman.^ Do you know of no case where offices have been desirous 
of disposing of their business, and have been unable to do so ? — I never heard of 
such a case. 

2958. You look upon the earlier expenditure as being one of the means of 
securing ultimate success? — ^Yes. 

2959. The price of the business? — ^The price of the business. The illustra- 
tion that I gave just now was with a view of showing that a considerable sum 
might be expended in the outset without damaging the ultimate security. 

29t)0. A great deal would depend on the skill and prudence with which the 
expenditure was made, rather than the amount of the expenditure ? — I think, in 
general, offices expend their money very cautiously, not recklessly ; they spend 
it with an object in view, only where it is likely to be productive. 

2961. Is there any other point you would wish to suggest to the Committee ? — 
There is one subject to which I should wish to draw the attention of the Committee, 
on which a great deal has been said, that is with reference to the valuation of the 
gross premium. One or two of the registered offices have lodged balance-sheets, 
that is, have lodged statements of their assets and liabilities. They have deposited 
them at Serjeants' Inn, as supplemental to the statement of receipts and expen- 
diture. I, for one, did it. I may mention, that when our first annual statement 
came to be made out, I turned to the Act of Parliament, and I found it required 
a '* full and fair balance-sheet.*' What a full and fair balance-sheet was, I had no 
authority for, but it seemed to be a very difficult thing to make out, as it 
involved a. valuation of all the policies. I turned to the deed of settlement, and 
that puzzled me still more. I then took the trouble to go to the Joint Stock 
Companies Office, for the purpose of examining the accounts of some offices 
of older standing, to see how they had met the case. I then came back, and 
prepared our balance-sheet in the best mode I could, in accordance with the 
letter and spirit of the Act. Accordingly we valued the policies. In the first 
year there was not time to make so complete a statement as I could wish, 
and accordingly we took in that case the ultimate values. We took the abso- 
lute amount of the sums assured, we took the full sum of all the policies, which 
of course required no calculation ; then, on the other side, we took the amount to 
which the premiums receivable would accumulate on the death of the parties; in 
the next year we took the present value of the sums assured, and the present 
value of the gross premiums; but that valuation was not done with any view to 
divide profit on it, or to make the office appear better than it was. I merely did 
it because I thought it was in accordance with the Act of Parliament; merely 
to show the general state of the office, not the profit actually made up to that 
moment, but the position of the office with regard both to the past and the future ; 
to give a general idea as to whether the twisiness would yield a profit or not. In 
the same way as when a tradesman takes stock with the view of finding what 
profit he has made ; that is one view ; but if he wants to find out what his pros- 
pects for the future are, that is another. In our own case we valued the 
premiums, not the net premiums but the gross premiums, to give a general idea of 
the state of the office ; but we did not put it down as profit actually realised ; 
we treated it with perfect indiflerence ; we put it at the bottom of the account 
without comment. I thought the Act of ParHament required such a statement, 
und there is only my office and one or two others that have thought it necebsary 
t(i go into the account with this minuteness. But subsequent experience has con- 
vinced me that if we do not publish that statement, we sufficiently comply with the 
Act. I take this opportunity to state candidly, that whether we do lodge a state- 
n)ent of that kind or do not, for this year, will depend entirely on whether I get 
time to make the valuation. 

2962. What is the rate of the valuation ? — ^Three per cent., and I took every 
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item into account as much against the office as possible ; I made the actual A. Cdviny Kiq. 

liabilities, independent of policies, niuci) worse than they really were. My object 

was to get an honest statement of the aflpairs of the office ; but instead of having 23 June 1853. 
one's effi)rts appreciated, one gets roundly abused for doinf; so. 

2963. The two modes of making the valuation would be analogous to this 
cane: suppose a trader at the end of the year computes his position, takes 
what he calls stock ; he ascertains all that he owes, all that is owed to him, and 
deducts from the result the amount of capital with which he started, and he calls 
the balance the profit of the year; but the stock which he has sold during that year 
has been sold at a certain rate above the prime cost, in order to constitute his 
profit ; he has in hand at that moment a very large portion of his assets, a con- 
siderable stock of goods unsold ; would it be wise in him to compute those goods 
at the cost price, or at a sellin;; price which he would expect to sell them at in 
the following year? — The price having advanced, you say? 

2964. No, the price remaining the same ; he has made his profit upon the past 
year by adding 10 or 20 per cent, to the cost of his goods ; he comes to take his 
stock, to value his position on the 31st of December; he has a large stock in 
hand; those goods he has every reason to expect will be sold the following year 
at the same price as they were sold in the past year, to constitute the profit of the 
following year ; but in taking stock- of his actual condition at the moment, in order 
to ascertain what profit be has made, how he stands, should he compute those 
goods at the cost price or at the selling price, thereby anticipating the profit of the 
following year? — If it is to ascertain the profit that he has made up to that time 
actually., then he should compute the stock in hand at the cost price ; if he looks 
into his affiiirs with regard to his future prospects, he may take the selling price 
into account, because he knows he has a probability of selling those goods at a 
particular price beyond the cost price ; but the profit has not been realised. 

2965. That would be anticipating tlie profit of future years, including the ex- 
penditure of future years ? — No doubt 

2966. Would that be a fair way of estimating his position on the 31st of 
December, at the time of taking stock ? — ^Not as regards his position up to that 
moment. 

2967. Supposing there were a balance-sheet at that moment which showed him 
to be worth 25,000 /., that balance-sheet included bis profits upon a large stock in 
band, which it might require some two or three years to sell out and dispose of, 
with all the risk of falling markets and the incidents and experience of the trade, 
would that 25,000/. on his balance-sheet represent the true stale of his affairs on 
the 31st of December, when he took his stock ? — Not as to his actual profit made 
up 10 that time ; but as giving a general view of his position, he may take into 
account the profit he is likely to realise on the goods he has got. 

2968. Would he be justified in saying that he was a man worth 25,000/. ? — No, 
that has not been done by any of the companies. They have not gone the length of 
saying they are worth 25,000/.; but they have obtained such a business as will, 
provided it is all carried out to maturity, yield a profit that is represented in the 
present valuation by 25,000/., or whatever it may be. 

2969. But if an office states its valuation of business at a particular moment, 
and acts on that valuation, divides the profits or reduces the premiums, or adds to 
the sums assured, and gives bonuses, would not that be a fraudulent mode of 
stating their account, — fraudulent to themselves,— or an erroneous mode ? — I do 
not think it is acted upon. 

2970. You do not believe such bonuses are ever divided ? — No ; at all events 
they would not be divided to that extent. I think, in all the offices the object is 
to find out the actual profit that has been realised, not what may be realised, and 
to divide accordingly. 

2971. A statement of actual profit that has been realised does not include future 
profits ? — Certainly not ; but there is a difference between a valuation on which 
you divide profits, and a valuation for the purpose of giving a general idea of the 
prospects of the office; of how you stand. 

2972. What you mean is, that the iibject in making that statement would, only • 
he to show the probable profits of future years ?— Quite so; we have not put it 
forward as anything else. I should not have done it at all, but I fancied the Act 
of Parliament required something of the kind. 



0.55- K K 3 

Digitized by VnOOQlC 



262 MINUTES OF EVIDENCE TAKEN BEFORE THE 



LuruBj if die Junii, 1853. 



MEMBERS PRESENT. 



Mr. Freshfield. 
Mr. MuIIings. 
Mr. Wilson. 
Mr. Cowan. 



Mr. Sotheron. 
Mr. J. Ball. 
Mr. Chambers. 
Mr. Geacb. 



JAMES WILSON, Esq., in the Chair. 



Mr. William Slater Dia^on Pateman^ ^ceWed in ; and Examined. 

^''' 2973. Chairman.'] HAVE you paid any attention to the working of the Act of 

W.S.D.Pateman. 1844, under which assurance offices are regulated? — Yes, I have, more particu- 
larly to the mode in which offices have been i^ot up ; w hat may be called fraudulent 
«7 June 1853. offi^. 

2974. Has that Act worked satisfactorily for the purpose of checking the 
establishment of inferior or bad offices ?^-]Vf y impression is, that it has had the 
contrary effect ; that it has been the cause ol all the bad cffices being projected. 

2975. In what way has it been the cause ? — Because I think it has been the 
means of facilitating the getting up of fraudulent assurance comppnies; it enables 
them to write up " Empowered by Act of Pai-liament/* though tbey are ooly 
registered under the Joint Stock Act. 

2976. You mean, it gives a certain prestigie in their favour ? — Yes; I can give 
some instances in which the public have been sufferers, of companies got up in 
that way under the Act. Tl)e first is the ** Merchant Traders* Ship, Loan, and 
Insurance Association, registered according to Act of Parliament/' capital one 
million, in 20,000 shares of 50/. each, projected in 1845 by Mr. Augustus 
CoUingridge, 

2977. Was any part of the capital paid up ?— The deposit was 5^. per share 
on allotment, and the remainder on the execution of the deed of settlement, no 
shareholder to be liable beyond the amount of bis subscription. The chairman 
was the Right honourable Viscount Ingestrie (now Earl Talbot), George Moffatt, 
M.p. for Dartmouth ; William Harrison, Esq., Commodore of the Royal Thames 
Yacht Club, Sunbury, Middlesex ; Captain Samuel Price, r n.. Senior United 
Service Club ; Robert Wright Wood, Esq., Lodge-pliace, St. John's-wocd ; 
Augustus Collingridge, Esq., RegentVstreet, Pall-mall ; Bentham Fabian, Esq., 
Powell Villa, Putney; John Newnam Burnand, Esq., Regent-street; Edward 
Davy Esq., Crediton, Devon, and 107, Jermyn-street, St. James's ; Secretary, 
William Wood, Esq. Ihe promoters were, Augustus Collingridge, who after- 
wards appeared as the getter up of several other companies; Captain Samuel 
Price, who has been outlawed ; Benjamin Fabian, who has been transported, and 
John Newnam Burnand, who will be found to have been connected with a 
number of other companies. The rest I believe to have been the victims ol these 
persons, or principally of Collingridge, who was the prime mover in it. 

2978. What became of the company? — The company went on fqr some time 
doing a large amount of business on marine insurance, when Collingridge and 
Burnard quitted the concern to start another company, entitled " the General 
Commission, Ship, Loan, Insurance Company," which was registered on the 
13th June 1846. Shortly after the claims came in veiy fast, and the Merchant 
Traders Company was brought under the Bankruptcy Act. The debts amounted 
to 60,000 /., of w hich about 54,000 /. have been proved, and to meet these debts^ 
there were only assets to the amount of 8,000 2. The case was closed in bank* 
ruptcy, after every body had been sued ; and the official assignee, in making bis 
report, stated that there was still a very large sum to pay. The company was 
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ultimately brought under the Winding-up Act, with claims against it to the extent j^,. 

of 80,000 1 In the Court of Chancery it was found that there were only two W. S. Z). Fateman. 

responsible shareholders lefit, viz. Lord Talbot and Mr, Winthrop, a director* of - 

the Professional Assurance Company. Sir William Home, when about to make 27 June 1853. 
this enormous call, remarked, that "lie could not, at the same time, help 
expressing great regret at the facility which the registration of Joint Stock Com- 
panies* Act gave to the projectors of speculative and disastrous undertakings to 
involve others in these frightful liabilities;*' and Mr. Roxburgh observed, *'That 
the consequences resulting from the Registration Act entitled it to be struck out 
of the statutes at large/' 

2979. Was that a proprietary company or a mutual company? — It was a pro- 
prietary company ; Mr. Winthrop had already paid 25,000 /. in the Court of 
Bankruptcy, as his share of the liability. 

2980. Mr. Cowan.] Have the pubHc or mdividuals suffered in consequence?— 
There are claims on the part of the public on marine insurances, to the extent of 
80,000 /., still unpaid. 

2981. Mr. Mullings.'] Are those claims on insui^ances, or claims by third 
parties ? — They are principally on insurances. 

2982. Are there any claims on life policies ? — No, the company only transacted 
marine insurance business. 

2983. Mr. Cowan.'] Will 80,000?. extinguish all the liabilities of the company? 
— That is the call made by the Master, and I suppose it will cover the liabilities. 

2984. Chairman^ Are these shareholders liable, to the whole extent of their 
property ? — I suppose so, from the nature of the case. 

2985. They had executed the deed of settlement ? — They had executed the 
deed ; some fictitious names appeared on the deed ; I believe that several gen- 
tlemen, whose names appear in the prospectus, never executed the deed, their 
names having been used without their authority. Just before the sheriffs* officers 
under the fiat took possession of that company's premises, Augustus CoUingridge 
and J. N. Burnand started the 

General Commission, Ship Loan^ and Insurance Company. 



Incorporated, a.d. 1847. 



*fc<ii<ll ai 



Office, 71, Cornhill, London. 



Directors. 



Captain Baker, r.n. 
John Newman Burnand, Esq« 
John Edwards, Esq. 
Joseph Judge Hays, Esq. 
Major Johnston, h.m.0. 



Captain Mallard, r.n. 
John William Morris, Esq. 
Thomas William Frescott, Esq. 
Henry E. Rice, Esq. 
Captain Tomlin, r.n. 



The basis on which this company is formed, is that of combining under one head the 
commission, loan, insurance, and consignment business as relates to shipping. 

Marine policies of every description of risk, not exceeding 300/. on tne hull, or 600 Z. on 
freight or cargo, of any single ship will be granted, but arransrements have been made with 
the numerous assurance offices in London, as well as with Lloyd's, to effect insurances to 
any amount. 

J. N. Burnand, Esq.', Managing Director. 

This company was similar to the last in every respect ; the whole of the name» 
to the deed of settlement wrere paid for at so much a head, and the board 
of directors consisted of one person ; viz., J. N. Burnand. This company is at 
present winding-up before Sir W, Home in the Court of Chancery, under the 
Winding-up Act, with claims against it to the amount of 25,000 /. Before this 
company closed, Mr. CoUingridge had parted from Mr. Burnand, and started, 
** The Port of London and Shipowners' Loan and Assurance Company." 
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Mr 

W. S. D.Pateman. Port op London Shipowners' Loan and Assurance Company. 

Capital empowered to be raised, — 250,000 /. 

37 June 1 853. 



Founded 1846. — Incorporated 1847. 



Captain Res^inald Graham Peel, h.m.s. 
Frederick Peel, Esq., Dosthill Lodge, 

Fazeley, Warwicksnire. 
Walter rowell, Esq., St Martinis-place. 



OflSces, — 20, St. Helen's Place, London. 

Empowered by Act of Parliament, under the provisions of which, the liabilities of sub— 
scribers are restricted to the amount of their respective individual subscriptions, while, for 
the effectual protection of the assured, the amount of risks entertained by the company in 
and upon individual vessels and their cargoes, is limited in rateable proportion to the clear 
capital in hand, according to a graduated scale, constructed with the greatest care. 

Directors : 

Captain Blair, H.E.t.c.s., Great Ormond- 
street. 

Richard Jewesson, Esq., 28, Great Win- 
chester-street. 

Bolton Lennox Peel, Esq., Windham Club. 

♦#* The number of directors to be increased to Ten at the General Meeting^ to be held on^ 

Thursday, May 27th, 1847. 

Ofpicers: 

Augustus Collingridge — Registered Officer. 

Bolton Lennox Peel — Treasurer. 

Underwriter — William Lance. 

Bankers — Messrs. Currie and Co., 29, Comhill. 

Auditors — Edwin Howell ; William Drummond Whaley. 

Offices — 20, St. Helen's-place, London. 

2986. What became of that company? — They were a very short time id 
existence, and they also are at present closing, before the Master Tinney, in the- 
Court of Chancery under the Winding-up Act, with claims against them to the 
amount of 120,000 /. 

2987. Was that a life office? — Life, fire, and marine; they had powers by 
their deed of settlement to transact business in those three branches, but they 
confined themselves to marine assurances. 

2988. Did that company come under the Act of 1844? — Yes, they were com- 
pletely registered under the Act of 1844, on the 22d of April 1847. 

2989. Were the shareholders of that company responsible persons r — I took the 
list of shareholders, and made inquiry as to whether they had executed the deed or 
not. At Gravesend, I found a very large number had been paid a shilling and a 
pot of beer to sign the deed, and at Westminster, a number signed under similar 
circumstances. One man volunteered a statement before Sir William Home, Master 
in Chancery, that they gave him brandy-and-water upon Windmill Hill, and he 
wrote 20 or 30 names of persons to powers of attorney, which enabled Colling- 
ridge to execute the deed in their name. With the exception of about half a 
dozen, the names were put to the deed in that way, and so the parties were made 
contributors, unless they applied before the Master, and succeeded in having their 
names struck out. 

2990. Was that in order to get the number of shareholders required by the 
Act ? — It Mas ; the Master could not obtain the books which were taken from the 
company's offices by the solicitor, until a lien he had upon them to the extent of 
5,000/. was satisfied ; about this time Mr. Augustus Collingridge (who was the pro- 
jector of these offices, and several others I shall mention) was one of the trea- 
surers, Jackson Barwise being the other, of *' The Racing Subscription Betting^^ 
Office," 301, Strand; they proposed to give prizes of 10,000/. and 30,000/.; 
shortly afterwards Collingridge started a company called the ** Great Western 
Fisheries, incorporated by Act of Parliament," but this was not an insurance 
company. 

2991. Are the facts you are stating derived from examinations which have* 
taken place before the Master, or from other sources of information ?— I derived 

them 
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them from the examinations which have taken place before the Master, and from Mr. 

personally seein;» persons who have been mentioned, in connexion with each fV^. S. D. PaUwmfk 

company. With regard lo the calls made upon the shareholders, I derived the 

information from the published documents and from the official managers. ^7 ^^f^^ ^9s^ 

2992. You derived your information from the officers wlio had charge of the 
winding up, under the Act? — Yes; but in many instances, I believe, the claims 
against the companies do not appear to the full extent, because they arise in 
Ireland and Scotland, and, being marine claiu^s, the parties will not go to the 
expense of prosecuting them. They also fear, if the Court do not .succeed in 
obtaining sufficient funds from the shareholders, to satisfy all the claims, they 
will be liable to pay a portion of the expense of the winding up. In Glasgow, 
for instance, I believe, there are claims on n)arine assurances, to the extent of 
20,000/. ajiuinst these companies. About the end of 1849 the claims came in 
very rapidly upon the l^ort of London Company, and tliey were found to be 
in great difficulties, and a number of actions were commenced against them for the 
recovery of claims. Mr. Collingridge took very extensive premises in Cornhill, 
and called the claimants on the Port of London Company together, and confessed 
to them that he had no funds. It is reported that he said, ** Gentlemen, this is 
a very bad business, but I am about to bring out a new company, entitled, * The 
Sea, Fire, Life Assurance Society,* with which the Peel family will be connected, 
as well as Mr. Howel Gwyn, m.p. for Penrhyn, and other gentlemen of high 
standing ; if you will give us time, this new company will acccept a transfer of the 
business of the Port of London Company, and they will give you bills for the 
payment of your claims.*' Many of the claimants took the bills so offered, and 
on arriving at maturity they were dishonoured, and proceedings in a great n)any 
instances were comu)enced against the company, when it was found that the bills 
were dated a day prior to the complete registration of the ccnnpaoy, and conse- 
quently they could not be recovered upon. 

2993. Who accepted those bills? — They were accepted by Augustus Colling- 
ridge, the managing director, on behalf of the company, under a power in one of 
the clauses of the deed of settlement. 

29Q4. Do you mean to say that the company to which you are referring now, 
was started by the persons you have named after the failure of former companies, 
in which their names appeared, had become notorious ? — Yes, it was started after 
the failure of the others had become notorious. 

2995. In looking at the Hst of directors in the prospectus of that company, 
which you have before you, are there many persons whose names would be con- 
sidered a recommendation with the public ? — Ves, there are the names of gentle- 
men upon this prospectus, whom I believe to be highly respectable. 

2996. Have you any reason to believe that those gentlemen had been con- 
sulted ; that they were bond fide consenting parties, or do you believe that in 
some instances, at least, their names were used without tiieir consent? — I believe, 
with the exception of three, the names of those gentlemen wer^ used without 
their knowledge or consent. The only persons who, I believe, ever attended what 
was called the Board, were Augustus Collingridge, Alexander Davis, and one 
other director (Sir William Ogilvie) who appears to have received \os. for his 
attendance on board days. Mr. Howel Gwyn^ the nominal chairman, never 
attended at any one meeting. 

2997- Will you hand in the prospectus r — {The same is delivered in.) yidt Appendix 

2998. Then, in fact, as far your information goes, you think that a great num- 
ber of the names w ere altogether fictitious ? — ^They were. 

2999. Have you seen the list of shareholders ? — Yes, I have the deed of settle- 
ment, as returned to the Registrar, before me, with a list of the persons who 
have executed it. I find that Sir William Ogilvie signs as holding 50 shares ; 
Alexander Davis, the brother-in-law of Mr. Collingridge, 50; Augustus Colling- 
ridge, 500; Edmund Clench, a clerk of the company, 50; Jackson Barwise, 
who had just before passed through the Insolvent Debtors' Court, as partner with 
Mr. Collingridge in the Prince of Wales* gambling-house, 500 ; John Hooper, 
also a clerk of the company, 500 ; Alfred Burt, the actuary, the founder of the 
•' Mining and General Mutual Company," 500 ; T. R Ashford, the accountant, 10 ; 
John Nelson, superintendent of the Fire Department, 350; A. L. Whittey, one of 
the company's agents, 1,000 ; Charles Smith, keeping a little shop in Whitecross- 
street, 1,000 ; he informed me he had been induced to sign for the shares by Mr. 
Clench; S. H. Ranger, auditor, 1,000 ; John Wilson, of Janefield, Roxburgh, 
2,000. This gentleman I could not find, but I found him afterwards passing 
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Mr. through the Insolvent Debtors' Court as connected with the Prince of Wales^s 

' W^. S. D. Fatenum. Club ; and further, that he had accepted bills for Mr. Collingridge for the purpose 
"■~~"""~* of starting this company; Thomas Towsey, bank proprietor, of Burton-upon- 
t? June 1853. Xrent, holding 20,000 shares, I could not find at all ; H. P. Gervan, gentleman, 
5, Mount-row, New Kent-road, 5,000 ; I could not find him at all ; George 
Moody Longmore, who paid 600/. for the appointment of surveyor to the com- 
pany, 400 ; Howel Gwyn, Esq., 50 ; J. F. Goude, surgeon to the society, 100 ; 
this gentleman informed me he was induced to take these shares while [)rofession- 
ally attending Mr. Wilson, the printer and stationer to the company ; George 
Wilson, Upper Tulse-hill, 5 ; this gentleman I wrote to, but received no answer. 
This list, I think, will make up the number required by the Act of Parliament 
or the complete registration of the company. 

3000. Did all these parties sign the deed of setdement ? — All these parties 
signed the deed. 

3001. Until they signed the deed of settlement they were not personally 
liable ? — No. Just about this time they printed 20,000 copies of names, said to 
be ** A List of Shareholders of the Sea, Fire, Life Assurance Company.*' This book 
contains the prospectus, the names of the directors, and 300 names, but does not 
give their residences ; it is headed "A List of Shareholders returned to the Regis- 
tration Office as having execirted tlie Deed of Settlement of the Company, pursuant 
to the provisions of the 7 & 8 Vict. c. 1 10 ;*' and a note at the foot of the front 
page states, ** On the payment of the sum of 1 s. this list may be compared with 
the retmrn at the Registration Office." I paid 1 s., and compared this list with the 
list of shareholders of the Sea, Fire, and Life Company, and out of the whole 300 
I found only two of the names, viz., Collingridge and Barwise. They sent Clench 
and other agents into different parts of the country to dispose of shares on the faith 
of this list of names. About this time, also, Mr. Collingridge addressed the follow- 
ing letter to Mr. George Mountcastle, 10, Bedford-court, Covent-garden : — 

Sea, Fire, Life Assurance OflSce, ai, Cornhill, 
Sir, London, 20 December 1849. 

Having understood that the Independent Assurance Company, of which yoiv were ajrent, 
have declined to accept business, I oeg to offer you the agency* for this society for the dis- 
trict of Covent-gwden. This society has been established about three years, and has 
is8iied,.ap to the present date, 9,000 policies, yielding a gross nstam of 70,000/., which 
together with the large subscribed capital, givt- s unquesti<mable security to the assured. 
I beis to eneloae a prospectUJS» and direct your particular attention to the niaoy mt^el and 
valuable features peculiar to this society. Waiting the favour of your reply^ 1 remaio, sir, 
your obedient servant, 

Auffusttts Collmgridge, 
Mr. Geoi^e Mountcastle, Managing Director. 

10, Bedfor4^ot]-it, Coveiit-gaiden. 

The envelope of this letter bears the office seal, and the i^ost^mark^Cortibili:; 
and it was thought at the tinoe to be a trick, stating^ as it does, that it bad been 
three years in existence, when it was wily conopletely registered on the 8lh of 
October 1849, two months prior to the date of this letter. 

3002* Have you any eridenee that that was a genuine letter?— Yes ; after the 
breaking up of the conipany I found apon the premises, I shouW thiwic, abo«t 
50,000 copies of a circular, bearing the following heading : ** This Corporation 
has issued, up to^ Ddcember 1849, 9,000 poiicicsy approxitnattn^r a: gross return of 
70,000/.; Sea, Fire, Life Assarance Society, capital^ 100,00©/. All lifer jiioilicies 
indisputable, and free of starmp duty to the aasufed." 

3003. Corrcapondiiij^tlieiefore with the letter?— Yes; c©rrespendi»g with that 
extraordioafy letter. A series of articles, exposing the practices of fraudulent 
assurance companies,, having afipeured in a magazine of which I oar p«bli«ber, 
called the *' Post Maegaztne," an action both by civrl and crimitial process was 
broupttt by ColKngridge against Mr. John Hooper HartdaU, the proprietor, aod 
n^self ; and after the proceedings bad gone on for some thne, Mr. E. Clench 
offered to give evidence in our favoor, and prove that he had sold 1,000 shares in 
this company in the conntry, if the "Post Magazine" would abstain from 
noticing a company he hinaself waa about to bring out in connexiat* with- Mr. 
Alfred Burt and Mr. John Warden Sprague^ one of the auditor* of this company^ 
I should state that these parties went tlrroogh the farce of holdim? an anmiai 
meeting, and publishing a report, a copy of which is now before me. They state— 

** That the amount of business has been beyond the most sanguine expectntions of 
the directors, having issued from the date of complete registration (October 1849) 

to 
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to the end of December 1849, 95^ marine policies, assuring the sum of 2161879/., Mr. 

and producing in premiums the sum of 5»28i /. 19^. i<i., arKi the amount of claims ^•S.H^Paieman. 
paid during this period is 2,115/. 3 a. 31/., leaving a difference at the end of ^ 

December 1849, ^f 3ii66/. 155. 10^., which result shows a steady increase of *7 J^n* i<>5S». 
business, and is of an encouraging character, and most satisfactory. 

•* The Fire Department is scarcely yet in operation, the directors having, in 
the exercise of their discretion, deemed it expedient to confine the business of the 
Fire Department to limited risks. 

^^ Although a period of less than two months has elapsed since the actual 
commencement of the Life Department, the directors are gratified to be enabled 
to announce that a degree of success has attended the society which promises well 
for its ultimate stability and success. 

''Total amount of business transacted from the date of issuing the first policy, 
on the 1st January 1 850, to the present time, a terra of only seven weeks. 

*• Proposals made to the Society - - - - - -100 

** Proposals accepted, each policy average 195/. - - - 68 

Twenty-two of which have been delivered. 
'^Proposals incomplete and under consideration, average 

222/. -......-..26 

" Proj)Osal8 declined, average 550 /. - ... - 6 

"Gross sum assured under the 68 policies, 13,296/., pro- 
ducing an annual income of - - - - 

" Proposals awaiting completion, assuring the sum of 5,793 /., 
and producing an income of - - - - 

** Total Annual Income - 

This report was extensively advertised, as coming from a large and influential 
meeting. I went to Cornhill, and counted the number of persons who entered the 
office on that occasion ; they amounted to seven. Mr. Richardson. Mr. Howell 
Gwyn*s agent, informed me that the meeting consisted of Mr. Colli ngridge, Mr. 
Alexander Davis, Mr. A. Burt, Mr. William Wilson, and three clerks, and that no 
meeting was held. 

3004. Do you think many shares in that company were actually sold ? — I think 
so, from the increased number of shareholders that I found returned to the 
registrar. 

3005. What do you suppose was the inducement with persons to buy those 
shares ? — I believe a great many of the shares were sold by parlies who were 
induced to dispose of them for the sake of the commission, which was very large, 
as the following letter will prove. This is addressed by Alfred Burt to James 
Richardson, Esq., Neath. 

(Private aod Confidential.) « Sea, Fire, Life Assurance Offioe, 31, CornhilJ, 
** Dear Sir, " London, 18 July 1849. 

** Since your departure from London, I have considered of the most probable means of 
rasing the required cnpital, and being fully aware that it cannot be accomplished without a 
sacrifice of a poriion of that capital, I have come to the conclusion that the way to do this 
would be 10 dispose o\' the shares by contract, which, if you can carry out, will afford you 
a handsome remuneration, and be to your interest to devote your time to tfie tranaaction. 
I' am prepared, therefore, to oflTer you the contract for the disposal of 20,M0 shares at 
15,000 /., which would realise 20,000./., co^seqofnily you would net a bomis of 5,000 /. by 
the trafisaction; this amount to include all traveiiing expenses, commission, aad every 
charge attendant on the disposal of the siiares. This payment would not have reference to 
your commi.<sion (as agent) on the life and fire premiums, on all policies intMxiuced by you, 
which you would receive in addition on the shares. I shall be glad to learn your views 
tipon the proposition ofFert-d lor your consideration. Relerring you to mycommunicatioa 
addressed to you by this post, I remain, dear sir, very truly yours, ,, . ,- , ^ „ 

3006. What is the date of that letter? — July 18th, 1849. 

3007. What is the date of the registration of the shareholders? — ^A great many 
%vere registered in August. 

3008] Immediately after that letter? — Immediately after, so that the supposi- 
tion arises that a number of shares were sold in consequence of that letter; I find 
a good many new shareholders registered at that time in Neath, Cardiff, and 
other places in that neighbourhood. 

0.55. L L 2 3009. What 
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Mr. 300g^ What inducement would an agent have to hold out to private persons to 

IT. 5. D. PaUmin- buy those shares; would it be in expectation of a large profit? — It could only be 

: " that they promised to pay 5 per cent., and the prospect of the shares becoming of 

•7 Jane 1853. great value, similar to those of the old assurance offices; I believe that many 
persons who became agents of the society also became shareholders without their 
knowledge, having ignoranily filled up a power of attorney, authorising Oolling- 
ridge to execute the deed of settlement on their behalf, the power of attorney 
being mixed up uith the form of application for agency. 

3010. Do you suppose that the persons who became shareholders of this com- 
pany knew what had happened with regard to the former companies ? — I should 
think not; I called the attention of the Registrar-general to the subject of the 
false list of directors, and that some of them did not hold even one share in the 
capital stock of the company, and he told me the Act was so defective that it 
would be impossible to obtain a conviction under it. 

3011. Was the business of that company confined to marine assurances? — It 
was principally ; I never heard of their issuing a fire policy ; they say here they 
have received 591/. in life premiums. 

3012. They must have got the marine assurance business either in London or 
in the other ports ? — I believe a great deal of it came from the out-ports, particu- 
larly in Ireland and Scotland; It probably arose fron) the fact that there are no 
offices in the country which take small marine risks ; the marine offices in 
London having no agencies in the out-ports. I have a statertient here oy an 
agent, of premiums collected for the Sea, Fire, Life Assurance Company, for risks 
taken between the 30th November 1 849 and the 13th of December following, from 
which it appears that there were 27 policies issued, producing premiums amounting 
to 40I. 1 1^. 8d. 

3013. Mr. Cowan.'] I see they state in their prospectus, that they are admitted 
to Lloyd's by vote of the Committee, January 15th, 1848 ; is that the fact? — No, 
it is not the fact. 

3014. How did you jzet possession of that account? — From the books of the agent. 

3015. Chairman.'] How did you get possession of that letter which you read 
just now, to Mr. J. Richardson, which is marked ** private and confidential ?" — 
From Mr. Richardson himself. 

3016. He gave it to you himself? — Yes. 

3017. Was he a dupe of these persons? — Yes, I believe both Mr. Howel 
Owyn and Mr. Richardson were ; they have taken every means in their power to 
close the company under the Winding-up Act. 

3018. Your impression is, tiiat there were only one or two parties to this fraud, 
and that all the rest were dupes ? — Yes, Collingridge and Davis were the prime 
movers in the fraud, the rest were dupes. 

3019. What became of these parties after the company v/as broken up? — 
Collingridge went to Ireland, and afterwards abroad. 

3020. Has there been much loss occasioned to the public or to the share- 
holders ? — The company is at present winding up in the Court of Chancery, and 
the master has made the first call on the shareholders to meet the liabilities, which 
call amounts to 1 20,000 /. 

3021. That is on those who executed the deed of settlement ? — Yes. 

3022. Are they all liable in the eye of the law ? — There is no doubt of it. 

3023. To the whole extent of their properly? — Yes. 

3024. And do you suppose that men would incur those liabilities on such repre- 
sentations as would be made by the parties who were starting the company, or on 
the mere chance of obtaining the profit they were likely to obtain from the 
legitimate business of marine insurance ? — Tlie prospectus stated that the shares 
were 1 /. per share, paid in full, and the liability of each shareholder would be 
limited to the amount of his share. 

3025. Do you suppose that most of these shareholders had been obtained 
through the representations of agents employed, who probably were not aw*are 
of the frauds with which they were connecting themselves, who were bond fide 
in their objects, and respectable in the various positions they held ? — I think that 
Mr. E. Clench mnst have been aware that the company was not conducted upon 
honest principles, he himself having read most of the charges brought against this 
and the previous companies by the ** Post Magazine." 

3026. Mr. MulUngs.'] Did you ascertain fiom Mr. Richardson the means that 
were used to induce him to have anything to do with the company? — Mr. 

Richardson 
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Richardson informed me that Mr. Alfred Burt, who was the projector and first Mr. 

manager of the Mutual Mining Company at Charing Cross, learning that he was W.S.D. Pateman. 

deeply interested in the welfare of persons connected with the raining interest, — 

applied to him to introduce that company into Wales ; shortly afterwards the «7J«nei853. 

Mutual Mining Company paid Mr. Burt a sum of money, and dismissed him. 

He then carried his mining scheme over to Mr. Collingridge, and joined the Sea, 

Fire, Life Assurance Society ; and wrote to Mr. Richardson, stating that the 

Mutual Mining Company bad ceased to exist, and suggested that Mr. Richardson 

should bring his interest to bear upon a much better company, viz., the Sea, Fire, 

Life Assurance Society. 

3027. Chairman.] That terminated the career of those persons? — ^Yes, that 
terminated their career. The oAice was shut up in June 1850; a great many 
actions were brought ac^ainst the company upon their own credit notes ; 10 soli- 
citors, viz.: Bridge & Co., 71, King William-street ; Bischoff and Cox, 19, 
Coleman-street ; Cox & Stone, Poultry; Dawes & Son, Angel-court, Throg- 
morton-street ; Jones, Size-lane ; Lowless & Nelson, Hatton-court, Threadneedle- 
street; Marsh, Thomas & Holland ; Maples, Pearse & Co., Frederick-place, Old 
Jewry ; Phillips & Co. Lawrence Pountney-lane ; Redpath, Leeks, Dixon & Co., 
St. Swithin's-lane, had actions pending against them at one time; and Messrs. 
Lowless & Nelson having obtained a jud<:ment against them upon one of their 
credit notes, given for the payment of a 500 1, policy, sheriflTs officers took posses- 
sion of the premises, and the effects were sold by auction on the 8th May 1 850. 

3028. You have now given us four instances of fraudulent companies ; are 
there any other cases of the same nature in which you 'think parties have been 
enabled to commit frauds through the medium of the Act of 1844? — 1 think 
there are seven or eight more. The next in point of date is the 

London Marine Brokers' Society. 



Incorporated by Act of Parliament. 



Capital, Onb Million, Pursuant to the Deed of Settlement 
OflSces, 2, Royal Exchange Buildiiigft, London. 



Directors. 



Captain Hamilton, R. n. 
Captain Kennicott, R. n. 
Captoin Kortwnght, r. n. 
John Mockler, Esq. 



William M'Dermott, Esq. 
John M. Nolan, Esq. 
John Hamilton Porter, Esq. 
Christopher Rigg, Esq., m. d. 



Committee of Management. 

Captain Kennicott, r. n.. Chairman. 
Captain Hamilton, r. n. I John Hamilton Porter, Esq. 

William M'Dermott, Esq. | Christopher Rigg, m. d. 

Auditors. 
Joseph Broughton, Eyq. | William Mann, Esq. 

Secretary. Underwriters. 

M r. John Truby. Messrs. Burnand & Co. 

Bankers. 
Royal British Bank. 

This Company professes to issue indisputable land and sea life policies, and to 
transact the business of a fire, marine, and guarantee society. 

3029. Who were tlje directors of that company?— There were eipht directors, 
three of whom have recently passed throujth the Insolvent Debtors' Court; one 
was a captain in the royal navy, who bad never authorised his name to be used. 

3o:io. Did they succeed in obtaining any shareholders ? — ^Yes ; I found 40 

shareholders. John N. Burnand held io snares: Joseph Williams, a coffee 

broker, 50 shares ; he told me that he had never heard of the company, and Ivuew 

nothiu}^ about any si ares : Richard Hopkins, a liquor merchant, 34, Hampstead- 

0.55. " L L 3 road. 
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j^y^ road, 30 shares ; I was informed by the landlady of No. 34, that she had occu- 

W.S. D. Pateman. pied the house 19 years, and that no such person as Ricliard Hopkins had ever 

lived there : Robert Richardson, of 12, Oxford-market, 20 shares ; I inquired at 

37 June 1853. No. 12, and every bouse in the market, but could not find him : William Joyce, 
plumber, Howland-street, 30 shares ; the occupier of the house never heard of 
such a person: Henry Somerset, printer, 7, Brook-street, New-road, 10 shares; 
the landlady of No. 7 liad never beard of such, a man, and bundled me out of the 
house: Edward Jackson, saddler, of 32, Frederick-place, Hampstead-road, 10 
shares ; he never resided there : Henry Bladen Savory, accountant, of 26, 
Hunter-street, Brunswick-street, 50 shares; I found his wife was a charwoman 
at the house, and that Savory was a porter at the offices of the company : Robert 
Charles Smith, stationer, of Holborn-place, Peckham, 50 shares ; he could not be 
found at all : Joseph Bagent, confectioner, 97, St. George*s-road, 50 shares ; he 
knew Williams, but had never signed his name for shares, and he gave a very 
good reason, viz., that he could only make bis mark : George Williams, Market- 
place, Greenwich, 30 shares ; he kept a fisb-tstall, and had been employed to get 
names to the powers of attorney : William Mebbrey, 6, East-street, Greenwich, 
20 shares ; he had signed for shares becaube a good many others did so : Richard 
Bishop ; he signed, as well as a great many others, for a pot of beer. 

3031. The result of your examination wai«, that you found that none of the 
persons had signed with the bondjide object and intention of being concerned in 
an assurance office ? — It was evident that none signed with that object ; the great 
majority were of a very low class. 

3032. In fact, they were fictitious or fraudulent signatures for the purpose of 
the registration ? — ^There can be no doubt ^of it. 

3033. What became of that company ? — I called the attention of the Regis- 
trar-general to this company, stating what I had discovered, and pointing out to 
him that two of the directors had notcomplied with the Actof Parliament, by holding 
^* at least one share in the capital slock of the company." He replied that he could 
not become an informer. I then applied at the Mansion-house for a summons, 
but I did not succeed in obtaining one ; the Lord Mayor told me that he had no 
authority under the Act of Parliament. Mr. M*Dermott, one of the directors, 
finding the situation he was placed in by being competed with the company, one 
likely to be injurious to him as holding a Government appointment, seized the deed 
of settlement of the company, and deposited it with his solicitor, who commenced 
proceedings against Mr. Burnand, and the company was brought to a close. 

3034. Are you aware whether any buidness was done ? — There were premiums 
received to a small amount. 

3<^35' Only to a small amount? — No; they had no sooner issued their pro- 
spectus than I began to make inquiries respecting them for the ** Post Magazine." 

3036. How long ago was that ? — That was in 1850. 

3037. Mr- MuUings.^ What is the state of that company now ; is it winding 
up ? — I have never heard anythhig more of that company; I have recently learned 
that Mr. Burnand was projecting another company. 

3038. Chairman.'] There is an end of it ? — Yes, there is un end of it. 

3039. And all the persons who have claims have lost their money ? — Yes. 

3040. Mr. Chambers.'] Do you know of anybody having made a claim which 
has not been paid ? — 1 have here a number of letters from persons who state that 
they have claims against the company which have not been paid. It has not been 
brought under the Winding-up Act. 

3041. The three or four offices you have been speaking of were? — Yes. 

3042. Mr.Mullings.'] Before the Joint Stock Companies Act of 1844, might 
not a body of persons commit frauds by getting up offices, or do you think that 
the Act of 1844 has afforded greater facilities fur it?— I think that fraudulent 
offices might have been got up before the passing of the Act; but the Act of 1844 
has, I think, been the means of rendering it more easy, by giving them a position. 

3043. Might they not have got up offices of that description wholly irrespective 
of the Act, supposing a body of persons to associate themselves for the purpose? 
— Yes, they might have been got up ; but the Act of 1 844 gives them an appear- 
ance of greater respectability, an I consequently a greater chance of imposing 
on the public. 

3044. Mr. Cowan.'] Have you not !. ^rd of the Independent West Middlesex- 
Company, some years before the Joint Suck Act ? — Yes, I have heard of it. 

3045. Are you familiar with the details of that case? — ^Yes. 

3046. Chairman.^ 
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3046. Chairman.] Have you any other instances ?— I have some instances Mr. 

liere of companies who have issued policies without having been registered at all. Paiem an. 

The first anses out of a company that was founded in fraud ; it was projiected by j^^^ ^g 

Richard Wilsdon Morris, the projector of ihe Medical, Legal, and General Com- 
pany, who was tried at the Old Bailey, at the August sessions of 1848, for 
forgery, and was sentenced to be transported for 10 years, but was, unfortunately 
for the pablie, set at large at the end of 1 2 months' imprisonment. This person^ 
under the name of G. R. Herbert Denisou, registered a conipany on the 9th of 
July 1851, entitled •'The Reciprocal Life Assurance Company,** Great Coran)^ 
street, Russell-square, of u hich I have here the prospectus. 

[The same was handed in^ asfoihws .*] 

Reciprocal Life Assurance Com pant, 32, Great Coram-street, Russell-f^quare. 

Incorporated by Act of Parliament, 7 k S Victoria, cap. 110. 

Capital, 100,000/., in 20,000 Shares of 6L each. Deposit, lOs. per Share. 

One-tenth of the Profits of the Company will form a Fund for the Relief of Aged and 
Distressed Shareholders and Members, their Widows and Orphans. 



Tbustebs. 
F. A Knight, Esq. I J. Mosdey, Esq., b.c.l. 

R. Marshall, Esq , m.a. | Rev. C. Owen, m.a. 

Frederick C. Skey, Esq., p.r.s. 

DiRECTORB. 

T. Atkinson, Esq., m . a., Corpus Christi College, Cambridge. 

Cbaries P. Best, E^., Brighton. 

G. R. H. Denison, Esq., Great Coram-street. 

T. Gilbert, Esq., Lower HoUoway. 

R. Marshall, Esq., m.a., St. John's Wood Park. 

J. Murray, Esq., Great Bedford-street, Bedford-row. 

Rev. C. Owen, m.a., Oxford. 

Auditors. 
F. N. Greeue, Esq^ late H. E. I. C. S., Bernard-street, Russell-square. 
Chas. F. Pollard, Esq., Brompton-crescent 
R. Thomas Smith, Esq., Compton-road, Canonbury-park. 

Physician. 
C. J. B. Aldis, Esq., m.d., f.r.c.p., Chester-terrace, Chester-square. 

Surgeons. 
J. Chambers, Esq., Hackney. I E. E. Hooper Esq., Dalston. 

J. E. Mathew, Esq., West Hackney. 

Bankers. 
London and County Bunk, Lombard-street 

Solicitor. 
J. W. P. Scott, Esq., Great James-street, Bedford-row. 

Architects and Surveyors. 
George Legg, Esq., 12, Queen-square, Bloomsbury. 

A. Moseley, Esq., f. i.u.a., d.s., Fulham, Lecturer at King's-college, 63, Great 
Orraond-street* 

Actuary and Resident Director. 
G. R. H. Denison, Esq. 



This company is established for the purpose of bringing the benefits of life assurance 
within the reach of all classes, and with this view its details have been most carefully con- 
sidered, so as to aflbrd every fieicility and advantage consistent with safety. Three-fifths of 
the profits will be apportioned yearly among those members who have paid five annual 
premiums. 

The business of the company embraces assurances, annuities, and endowments of every 
kind ; also, annuities payable during sickness, assurances of leaseholds, copyholds, and 
other terminable interests; and guarantee assurances for the fidelity of persons in places 
of trust. 

Special Adtantageb to Assttrers. 

Policies will be granted for any sum as low as 5/. 
No policy stamp, entrance fee, or other charge, except the premium. 
Policies mdisputable, except in cases of cases of actual fraud. 
Diseased and declined lives assured at equitable and moderate rates. 
Premiums may be paid quarterly or monthly, if desired. 
Half the premium, for the fii-st seven years, may remain unpaid, 
4>.55. LL4 Advantages 
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Advantages to SnAREHOLDERS. 



The deposit is 10*. per share, and interest thereon, at the rate of 5 per cent, per annum, 

87 June 1853. will be paid half-yearly. 

One-fifth of the profit<* will, at eveiy division, be apportioned to the shareholders, in 
return for the guarantee and security afforded by them to the persons assured in the 
company. 

One-t«ntli of the profits will be appropriated to the share redemption fund ; and as 
soon as such fund shall amount to double the sum actually paid up, the shaieholders 
will be paid off, thus receiving back their own capital with a bonus of 100 /. per cent., 
and from this date the company will become strictly mutual, the whole of the property and 
interest therein belonging exclusively lo the assured. 

Applications for the remaining shares may he made to the actuary. 

The premiums for any kind of assurance not stated herein, the rate of annuities, toge- 
ther with prospectuses, forms of proposal, and every information and assistance, will be 
readily supplieo on application at the company's office, or at Limerick. Agent, Mr. Bassett, 
2, Rutland-street. 

A liberal commission to all parties bringing business. Medical men paid for every case 
referred to them. 

On inquiring as to the directors of this company, I found that Mr. Atkinson had 
been an usher in a school ; Charles Best, Esq., Brighton, was not to be found ; 
Mr. Denison, the managing director, was the before-named R. W. Morris; 
T. Gilbert is said to be the tather-in-law of Morris ; R. Marshall, Esq., St, John's- 
wood Park, could not be found ; and J. Murray, Esq., of Bedford-row, did not 
reside there; the Reverend C. Owen, of Burton Magna, Dorsetshire, was not 
known at Long Burton, nor in the county. This company have issued a large 
number of life policies ; i produce four of these policies, one for 499 /., and the 
others for lOoZ. each. There are some claims on policies against this company, 
and in as many as four instances money was obtained for the transfer of its busi- 
ness to other companies ; they succeeded in obtaining 400 /. from one office, and 
it turned out that they had no business to transfer. 

3047. Did you trace any other offices to that same person ? — Yes; there were 
two branches of this office, ** the Operatives' Branch," and *' the Reciprocal Loan 
and Investment Branch." This office was regularly registered ur>der the Act of 
1844, and t^^c shareholders would have been liable, if they had had any mean*) 
of meeting the demands made upon them. 

3048. Is that still continuing? — No, it is not; while this company was going 
on, Denison, with four other reciprocal directors, started ** The Hope Rever- 
sionary Life Intei*est Company, 32, Great Coram Street, Russell Square; City 
Office, 26, New Bond Street; capital, 100,000/., in 4,000 shares of 25/. each; 
deposit, 1 /. per share ; 2s. 6d. to be paid on allotment, 7^. 6d. on complete regis* 
tration, and \os. six months after, with power to increase to one million." The 
next company started by the same person was the 

Reciprocal Fire Insurance Company, 32, Great Coram-sireei, Russell square, London.. 



Guarantee Fund, 25,000/. ; in 10,000 Shares of 2/. lOs. each. 
Deposit, 10 5. per Share. 



Trustees. 

Sir Charles Aldis, Knight, Old Biirlingion-street, Piccadilly. 
Patrick Kelly, Esq., Grove House, Tuam, Ireland. 
Rev. G. J. Sayce, m.a., Bristol. 

Directors. 
T. Aikinson, E q., m.a.. Corpus Christi College, Cambridge. 
Charles P. Best, Esq., Brigliion. 
G. R. H. Denison, Esq., Great Conmi-street. 
T, Gilbert, Esq., Uussell-square, Lower Holloway. 
F. N. Greene, Esq. (hile h.e.i.c.s.). Bernard-street, Russell-square. 
R. Marshall, Esq., m.a., St. John's Wood Park. 
J. Murray, Esq., Great James-street, Bedford-row. 
John Chambers, Esq., Trafalgar-place, Hiickney-road. 
J. E. Mathew, Esq., Church Cottaj^e, West Hackney. 
Richard V^'alkcr, Esq., Notting-hill. 

SOLICITORi^- 
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Solicitor. ^r 

Mr. 

P. J. Conway, Esq. w. S. D. PaUmm 

Office in Dublin, 14, Upper Domi nick-street. 

Residence in London, 82, Great Coram-street, Russell-square. 37 June 1853, 

Surveyor. 

A. Moseley, Esq., f.i.,b.a.,d.s., Fulham, Lecturer at King's College, 68, Great 

Ormond-street. 

Managing Dirbctoh. 
G. R. H. Denison, Esq. 

This company was not registered at all, and I believe had no deed of settlement. 

3049. Chairman.'] As that office was not registered, it was not attributable to 
the Act of 1844? — ^They professed to be registered ; they professed to be ** in- 
corporated by Act of Parliament.*' 

3050. And you think the public believed it? — Yes; this company issued a 
large number of policies, I believe as many as fifty in Liverpool ; as soon as I 
was acquainted with this fact I called upon the registrar, and requested him, if 
he could not prosecute, to give me a letter to the Board of Trade, calling their 
attention to the subject ; he replied that he could not interfere, and I wrote to 
the Board of Trade myself; it was some time before I received any answer. In 
the interim I applied to the Inland Revenue, and Mr. Tilsley, the solicitor to the 
Board, told me that they could not proceed against them for issuing policies 
without a stamp, unless the party issuing the policy charged for the stamp ; the 
Government proceeded against Denison for having issued a fire insurance policy 
without having first obtained a licence, and the penalties were ultimately paid. I 
believe the people in Limerick, and in other parts of Ireland, have been sufferers; 
as an instance, I produce a fire policy for 600 /., effected by William Langford 
Guest, who was indebted to George William Bassett in the sum of 500Z.; and on 
his applying to Guest for the payment of the money after his property was 
destroyed, Guest assigned to Bassett his interest in the policy, and also executed 
a stamped receipt, authorising^ Bassett to receive the money, and on his arrival 
in London, Bassett found that there was no office in existence ; that Mr. Denison 
could not be found, and the house said to be the offices of the Reciprocal Fire 
Insurance Society in Great Coram-street had been shut up for twelve months. 

[The Policy was delivered in, as follows ;] 

Reciprocal Firb Assurance Compant. 

32, Gt Coram-street, Russell-square, London. 

No. 25. 

Present payment : 

Premium - - £.3 15- 

Duty - - . - 18 - 
Policy not charged. 



Sum assured £.600. 




Future payments : 




Premium 


£.3 15 - 


Duty - - - 


- 18 - 



£.4 13 - £.4 13 - 



Whereas William Langford Guest, of Newport, Co. Tipperary, Ireland, miller and baker, 
hath paid to the Reciprocal Insurance Company the sum of four pounds thirteen shillings, 
and hath agreed to pay, or cause to be paid, to the said company, the sum of four nounds 
thirteen shillings yearly during the continuance of this policy for assui*ance from loss or 
damage by fire, not exceeding in each case the sum or sums hereinafter specified, upon the 
property herein described, in the place or places herein set forth and not elsewhere or other- 
wise, unless previously allowed hy the board of directors, and a memorandum thereof 
endorsed hereon, viz. — 

£.250. Two hundred and fifty pounds in the building of his water flour-mill, working 
three pair of stones, with kiln communicatmg, stone-built, slated and tiled, 
situate in the village or town of Newport, county of Tipperary aforesaid. 
£. 50. Fifty pounds on the kiln therein. 

£. 150. One hundred and fifty pounds on the water-wheel, standing or going gear, mill- 
stones, wire machines, dressing mills, all fixed utensils therein. 
£. 150. One hundred and fifty pounds on bakehouse and offices adjoinging each other, 

and said millstone, built, slated and tiled. 
£. 600. Mems. It is warranted that no shelling of oats or other grain be performed in 
said mill, nor any husks or shells of oats or other grain ground therein. 
0.55. M M Now 
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Mr. Now this policy witnesseth, that from the date hereof until Christmas 1852, and thence- 

iy. S, D. Pateman. forward so long us the assured shall well and truly pay or cause to be paid the yearly pre- 

— — mium aforesaid, and all duty payable by authority of Parliament in respect thereof, at the 

27 June 1853. time aforesaid, and the directors of the same company for the time being shall accept the 

same, the funds and profits of the said Company, according to the deed of settlement 

thereof, shall be subject and liable to pay or make good to the said assured, his, her, or their 

heirs or administrators, all such damage and loss as shall happen by fire to the property 

hereinbefore mentioned, not exceeding in amount the respective sums of money hereinbefore 

mentioned, according to the true intent and meaning of the printed conditions hereunto 

annexed. 

Provided always, and it is hereby expressly declared and assured, that the funds and pro- 
perty of the company shall alone be answerable for the payment of the monies assured by 
this policy, and that no director of the company shall be personally iable or responsible 
for tne payment of or contribution towards the monies assured by this policy, or be liable 
to any demand against the company on any pretence whatever, beyond th* amount of the 
sum for the time being unpaid on, or in respect of his or her share or shares in the capital of 
the company. 

In witness whereof, we the undersigned, being two of the directors of the said company, 
have hereunto set our hands, and caused the common seal of the company to be affixed 
hereto, this 26th day of December J851. 

Examimed — John H. Wright, Accountant. 

Entered— £. Mivart, Clerk. 

G^'Tk Dmison, ]^^'^^*ots. 

Received from W. L, Quest, Esq., the sum of £.4. 13^.; premium on this policy up io 
2dth December 1852. 

14th Jan. 1852. John Bassett, Agent, Limerick. 

The next company was *^ The Absolute Security Life and Fire Assurance Com- 

Eany, ana National Friendly Society; chief offices, 32, Great Coram Street, 
london ; t)ranch offices, 46, Commercial Sti'eet, Newport, Monmouthshire ; Ashted 
House, Birmingham; capital, ioo,ouo/., in 50,000 shares of 2Z. each; deposit 
10^. per share.*' There were eight directors on the London board, and thirteen 
upon the South Wales local board at Newport. I am authorised to state, as re- 
gards Uie directors of the Newport branch, that ihe names of all those geotlemen 
VI ere used without their knowledge and consent. Denison also projected two 
other companies, ** The United Kingdom," and ** The Beneficent Life Assurance 
Societies ;** the last is " The Industrial Life Assurance Society," the prospectus 
of which I produce ; and in this case also a number of policies have been issued. 

[TTiC Prospectus is delivered in^ <i$foUows .-] 

Industrial Lips Assurance and Providbnt Socirtt. 
32, Great Coram-street, Russell -square, London. 



Empowered by Act of Parliament. — Supported by a Guarantee Fund. 

Trustees. 

Rev. G. Hamilton, m.a. | F. Sibson, Esq., m.d., f.r. s. 

Richard Walker, Esq. 

COMMITTEB. 

Henry Bourne, Esq., Ashted-honse, Birmingham. 

James Brown, Esq., Hammersmith. 

G. R. H. Denison, Esq., Great Conrai-street, Russell-square. 

J. E. Mathew, Esq., Church-cottage, De Beauvotr-square. 

J. W. P. Scott, Esq*, Great James-street, Bedford-row. 

R. Scott, Esq., Barnsbury-street, Islington. 

Richard Walker, Esq., Notting-hill. 

Banhers — Royal British Bank. 
Actuary and Manager — G. R. Denison, Esq. 
Agent for Limerick — William Wright, Esq., 110, George-«treet 
Medical Referee — W. R. Gore, Esq., m. d., 89, George-street. 

The benefits of life assurance have long been felt and appreciated by the upper and 
middle classes of society ; but the industrial working part of the population have hitherto 
been almost entirely excluded therefrom, in consequence of the various life asswrance 
companies being so constituted as neither to suit their wants or means. 

The 
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The object of the " Industrial Life Assurance and Provident Society " is, therefore, to Mr 

extend to such persons every advantage that can be derived from a system of life assurance H^.S. D. Pattman^ 

based on sound and equitable principles, and under rules and regulations specially framed J, 

to suit their means. ^^ j « 

For the more effectual accomplishment of this object, the society has been enrolled under 
the Friendly Societies' Act, by which the following and many other important privileges are 
secured:— No stamp duty payable on any of the society's papers; no law expenses can be 
incurred ; the members are protected against all personal liabilities, and participate in the 
profits of the business. 

This society, while avoiding the defects, will afford all the solid advantages of benefit 
clubs, and such as are not to be obtained in any other. 

Its business will embrace, — 
Assurances for a sum of money, payable at the member's death to his family ; to 

himself on reaching a particular age, or to his family should he not live so long. 
Assurances on joint hves» survivorships, and of every other kind. 
Weekly allowances, not exceeding 20#., together with medical attendance and medi- 



cines. 



An assurance, of a sum of money payable in the event of death from accident only. 

Entrance fee only 1 »^ each member. 

Premiums may be paid weekly, monthly, or quarterly, if desired ; and if the member 

be unable to continue paying his premium, the policy may be continued in force for 

a given period. 

S1CKNBS8 AssuBANCB. — Monthly Premiums to Assure in Sickness the following Sums 
Weekly, with Medical Attendance and Medicines. 



Age not exceeding 


Ten Sbilliags. 


Fourteen Shillings. 


Twenty Shillings^ 




s. d. 


s. d. 


#. A 


20 


2 - 


2 5 


3 8 


25 


i 1 


2 7 


S 7 


30 


2 3 


2 10 


3 11 


35 


2 7 


3 2 


4 6 


40 


2 11 


3 8 


5 2 


45 


3 4 


4 3 


6 1 


50 


4 - 


5 2 


7 6 



Every person assuring against sickness must assure a sum at death also; and if for 10 s* 
per week, not less than 20/. ; if \^$,y not less than 30/. ; if 20<., not less than 50/. 



AcciDBifTAL Death Asburanob. 

Miners and colliers may assure a sum of 20/. payable at their deaths, if caused by acci- 
dent in the mine or pit, by paying 3*. per annum, or one penny per week. 

Other persons, as well as miners ana colliers, may assure in a similar way against accidents 
of a particular kind. 

I find that in Limerick upwards of 40 life policies have been issued, the pre- 
miums of which have been paid; the smallest is for the sum of 12/. io«., the 
premium on which is, 15^. ; the largest is for the sum of 700/., the premium on 
^hich is 58 /. 1 find that seven policies of 100/, each, bear the date of the a7th 
February 1853 ; they are signed by R. Walker and G. H. Denison, as directors* 
Denison was under examination at Marlborough-street on the 3d, 9th and 15th 
of February 1853, for have uttered a false check for 50/. on the National Pro- 
vincial Bank of Ireland, Cork ; there being no such bank in existence. The 
policy I hand in, you will perceive, is without a stamp. 

3051 . These appear to be Limerick frauds ; did the office profess to be a Limerick 
ofilce ? — No, tie office was a London oflSce, which transacted business in England 
and in different parts of Ireland ; 1 here produce a sheet almanack of The Industrial 
Life Assurance and Provident Society, in which J. Walpole, Esq. is stated to be 
the agent of that company at Tralee. I wish it to be understood that this com- 
pany is not connected in any way with the Industrial Life Assurance Company, 
Waterloo-place, Pail Mall. Wallace, the holder of the industrial policy, on which 
he paid 58/. premium to Wright, the Limerick agent of that company, sued hhn 
for the amount, and the case was to come on for trial to-day, before the assistant 
barrister. I also produce the prospectus of another office, The Annual Bonus 
Life Assurance Society, Adelaide-place, London Bridge : — 



\The same is delivered in, as follows :] 
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W S D PaUman '"'^^ Annual Bonus Life Assurance Society, Adelaide Place, London Bridge, 
^ Founded on the principles of the Art Union of London. 

Established by Act of Parliament 13 & 14 Vict. ; under which, according to the consti- 
tution of the society, the following important advantages are secured : — 

Assurance instantly obtainable on application to the agent, without the trouble and loss 
of time ordinarily incurred. 

Annual bonuses paid to the assured, not in equal fractional amounts, but in accumulated 
suras, as bounties for the encouragement and promotion of life assurance in general, and 
varying in amount from 10 /• to 1,000 /. 

The first distribution to be made on the 1st of July 1863, and continued every succeeding 
year, in the manner of the Art Union of London, when every member of the society who 
has subscribed one guinea before the 1st of June, will have an opportunity of balloting for 
a large share of the annual profits of the society. 

No medical examination, except in the case of diseased life, a declaration of health being 
sufficient. 

No charges for entrance money, policy stamp, or fees of any description. 

Fixed premiums of half-a-guinea, assuring, at ten years of age, the sum of 80/. 11 «. Id. 
on the occurence of death ; and one guinea, assuring, at 21 years of age, the sum of 100/. on 
the occurence of death ; and making provision for other ages on a scale of corresponding 
liberality. 

Immediate payment of claims. 

Prospectus. 

Assurance societies, considered as associations for the cultivation of provident habitSj 
although they have, to a great extent, succeeded in attaining the object of their institution, 
Tiave, nevertheless, left so large a field of operation unoccupied, that scarcely one in a hun- 
dred of the population has secured the advantages of life assurance. This is the more 
remarkable, since the death of every 1,000 married men in the middle and lower ranks of 
life, who have not assured their lives, leaves at least 4,000 women and children in poverty, 
if not in absolute penury, who mi^ht otherwise be left in comparative affluence. 

The cause of this restriction of the provident system may be traced to the fact that the 
motive for assurance put forward by its promoters, is not sufficiently strong to secure its 
universal adoption. To command the sympathies of the multitude, some more immediate 
motive than that of posthumous advantage must be addressed to the understanding. Pro- 
vident arrangements must be formed by methods corresponding with those under which the 
Art Unions nave so successfully diffused the principles of taste. The prospect of an imme- 
diate and large bonus is needed to excite, to confirm, and to extend the practice of 
assurance. 

The great success which has crowned the operations of societies based on the principle 
of granting prize rewards, induces the confident belief that, were a prospect of more imme- 
diate gain offered to the public than is at present afforded by the mode of paying bonuses, 
the practice of life assurance would be very generally extended. 

In the present institutions, the pecuniary benefit enjoyed by the assured, during life, is a 
share in the profits of the office,iipaid periodically in the shape of *' bonus ;" but in the case 
of a policy of small amount, the sum so afforded is too inconsiderable to act as an induce- 
ment to the uninsured. The trifle to be gained at the end of five years does not, in 
popular estimation, afford a sufficient remuneration for the trouble incurred in efiPecting an 
assurance. 

The Annual Bonus Life Assurance Society, taking advantage of this circumstance, will 
not apportion its payments of profits, in the comparatively meffectual manner generally 
practised. Bonuses will be annually distributed, but not in proportionable amounts to each 
individual. They will be paid as yearly bounties in accumulated sums of 1,000/., 500/., 
100/., 50/., 25/., and JO/.; and, acting on the principle followed in the '^ distributions'' of 
the Art Union of London, the persons entitled to such sums will be annually elected by a 
public ballot, in which each of the assured who has subscribed one guinea will have an 
opportunity of gaining one of the annual bonuses. 

The profits for the year ending 1st June, 1853, will be distributed on the 1st July follow- 
ing. The bounty list will comprise — 

£. 
1 Bonus of ----- - 1,000 

1 „ of 500 

4 Bonuses of ----- - lOO 

9 „ of ------ 50 

20 „ of - 25 

215 „ of 10 

making in all two hundred and fifty bonuses of the aggregate value of five thousand 
pounds. 

The bonuses for the year ending 2d June 1854, will probably exceed the above, both in 
number and value, but they will be made to bear a fixed proportion to the number of the 
assured. 

Another and distinguishing feature of the business of the Annual Bonus Life Assurance 
Society, will be found in the moderate amount of its policies and the fixed charge made for 

all 
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all ages from 10 to 20 years, and from 21 to 70 years. In existing institutions, assurances Mr. 

are mostly effected for large sums, and the business is arranged on a correspondingly expen- ^' ^» ■^« PafematK 

sive scale. The policy for 1,000 /. is eagerly sought, while the policy for 50 /. is rarely soli- — — — 

cited. It follows that while a few are benefited, the majority suffer neglect. The policies 27 June 1853. 

in this office w>M be issued every year for sums proportionably varying from 10 to 70 years 

of age, as in t t following tables; and the charge for every such annual policy will be half 

a guinea for all ages from 10 to 20 years, and one guinea for all ages from 21 to 70 years. 

And finally, the society will, as a general rule, dispense with the practice of medical ex- 
amination — so revolting to females, and so painful to all persons—- and base its proceedings 
upon a simple affirmation of health, to be signed by the assured. 

Table T. 

Fixed premium of half-a-guinea for all ages from 10 to 20 years. 

Showing the sum which would be paid to the representatives of the assured, if death 
should occur during the year of his or her subscription. 

Calculated on the basis of the English Life Table, and certified by the Actuary to the 
Commissioners for Reduction of the National Debt. 



Age. 


Sum Assured. 


Age. 


1 
Sum Assured, i 

i 


Age. 


Sum Assured. 




£. s. d. 




£. 8. (L ; 




£. s. d. 


10 


80 11 1 


14 


61 4 3 


18 


53 16 5 


11 


80 3 7 


15 


58 3 6 


19 


53 1 5 


12 


80 4 2 


16 


56 16 6 


20 


51 3 11 


13 


65 3 4 


17 


55 6 - 1 







This table, which has been specially arranged for the convenience of }>er8ons under age, 
•secures so large a proportionate sum, that unless two half-guinea policies are subscribed 
for, the party assuring will be excluded from the enjoyment of the Donus. This arrange- 
ment has also been found necessary, to secure simplicity and uniformity in the provisions 
made for the adjudication of bounties under the grand annual ballots. 

Table II. 

Fixed premium of one guinea for all ages, from 21 to 70 years. 

Showing the sum which would be paid to the representatives of the assured, if death 
should occur during the year of his or her subscription. 



Age. 


Sum Assured. 


1 
Age. j 


Sum Assured. 


Age. 


Sum Assured. 




£. s. d. 




£. «. d. 




£. 8. d. 


21 


100 - - 


38 ' 


64 14 6 


55 


38 10 1 


22 


97 1 4 


39 


63-2 


56 


34 15 2 


23 


95 4 6 ' 


40 


61 10 i 


57 


32 7 1 


24 


92 8 2 


41 


59 17 1 


58 


30-4 


25 


00-2 


42 


58 8 - 


59 


27 15 1 


26 


87 19 9 


43 


56 19 5 


60 


25 16 3 


27 


85 14 1 


44 


55 11 2 


61 


23 18 2 


28 


83 9 10 


45 


54 3 4 


62 


22 2 8 


20 


81 11 10 


46 


52 15 11 


63 


20 10 6 


30 


79 4 6 


47 


51 9 1 


64 


10 - 8 


31 


77 8 6 


48 


50 2 6 


65 


17 12 9 


32 


75 8 4 


49 


48 18 9 


QQ 


16 7 2 


33 


73 9 2 


50 


47 16 3 


67 


15 2 4 


34 


71 15 4 


51 


46 9 10 


68 


14 1 2 


35 


69 13 10 


52 


45 6 8 


69 


13 - 11 


36 


68 1 5 


53 


44 6 1 


70 


12 2 3 


37 


66 9 7 


54 


43 3 6 







With the examples which these tables present, of smaller premiums on one side and of 
larger contingent profits upon the other, than have hitherto been proposed by any assurance 
or benefit society, it will be easily seen, that when the capabilities of the new system, sup- 
ported as it will be by effective superintendence, and sustained by adequate capital, are 
Drought fully into operation, it will present such an accumulation of advantages, as to render 
11 an instrument of unequalled power in advancing the social happiness and the material 
prosperity of the country. 
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j^j. It therefore deeply concerns the public, whose welfiare is inseparably connected with 

W S D. Pateman. every undertaking which tends to promote the pecuniary resources of the industrial classes, 

' ' that every encouragement should be given to the Annual Bonus Life Assurance Society. 

27 June i8^q The advantages offered by it should be fully and seriously considered, and, if approved, the 

pre<^-nt undertaking should be adopted as a national enterpiise. As such, every one, 

whv.v.ier assured in another office or not, should set an example by assuring hie own life 

with the society, and thereby recommending the practice to others. 

The paramount claims of the Annual Bonus Life Assurance Society upon the public may 
be thus summarily stated : — 

L It will extend the practice of assurance to the utmost limits of pecuniary capa- 
bility, at the lowest rate of charge at which the outlay can be reimbursed. 

II. It will create a habit of saving where none existed before. 

III. It will secure to families the perpetuity of a policy; for the constant hope of a 
great reward, repeated from year to year, will necessarily tend to produce a continuity 
of interest and a regularity of payment not otherwise obtainable. 

IV. Unlike a lottery, which, as a question of morals, it in no respect resembles, the 
good contemplated will be accomplished without inflicting pecuniary injury upon any 
one. The sum guaranteed by the policy will, in every case, remain the undiminished 

Property of the assured. Along with the advantage thereby secured to a family, the 
ope is enjoyed of obtaining a large reward, which, should it be lost, may be gained 
next year — provided the policy is repeated — a circumstance in which the public is 
equally interested with the family; and even should a " bounty" never be obtained, 
the assured would, at least, acquire the benevolent satisfaction of having contributed 
to improve the fortune of some one whose necessities were perhaps greater than 
his own. 

Oeorge Baynhaniy 

Registrar and Clerk to the Society. 



Directions to Applicants for Assurance. 

Deelarmtion of HealtK^^lht applicant is respectfully requested to read this document, a 
copy of which will be fur nkbed by the agent, and if he shall then feel himself at liberty to 
make affirmation of its truth, be will be good enough to n^n i|» and the ageat will give hia 
counter-Mgnature as witness. 

Receipt far Payment rf Prtfrnnmi.— Before pa3ring the prerainm, be careAtl to ascertain 
that the receipt card bears the signature of an authorised agent of the society. 

Policy. — The receipt, when obtained, must be sent within fourteen days, with the name of 
the holder written across it, to the head office, Adelaide-place, London-bridge, addressed to 
George Baynham, registrar, who will, in exchange for it, return a policy, bearing the number 
by which the assured will be represented in the ballot for the annual bonuses. 

Diseased Lives, — ^These will be assured on the principle of making an advance on the age 
of the party proportionate to the risk attending his peculiar circumstances. Thus, suppos- 
ing a person 21r years of age, with a malady calculated to shorten the expectancy of life by 
ten years^ his age would be assumed to be 31 years, and the sum assured 77/. Ss, 6d, But 
persons so situated will be equally eligible as candidates for the annual bonuses. A fee of 
10^. ed. each will be charged for medical and office expenses, in determining such cases. 

Admission to the Annual Ballot. — The assured will be admitted by cards, obtainable of the 
ofHcers and agents of the society; and the place of meeting will be duly advertised in the 
public newspapers. 

Local agents desirous of obtaining appointments are requested to apply to the head office 
for terms and instructions. The provincial business will be obviously very large, and as 
special arrangements are being made for it, applicants must be careful in accurately speci- 
fying the limits of the districts for which they are prepared to act. Agents for other offices 
dealt with on terms specially advantageous. 

3052. I see there is a bank in Lombard-street mentioned there; do you sup- 
pose that that bank had opened an account with those parties, or had had any 
communication with them? — I am authorised by the London and County Bank to 
state that those parties never had an account with them, and had no authority to 
use their name. 

3053» Then this is a case also which you would bring within the category of 
frauds ? — Yes, it is a fraud ; and the promoters, Mr. Stephen, H. Sleigh, and Mr. 
Henry Owen, actuary of the Annual Bonus Assurance Society, and also secretary 
of the Counties Union Life and Fire Assurance Company, of No. 1, Adelaide- 
place, London-bridge, were summoned before the Lord Mayor for " having unlaw- 
fully conspired, together with divers other persons^ to cheat and defraud Dr. John 
Hall Davis, and that in pursuance of the said cootpiracy, they, by certain false 
pretences, obtained from him the sum of 100/,*' oo which charge they were both 
committed for trial. 

3054. What 
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3054. What was the period when these latter companies were started ? — All Mr. 
were started within the last two year?. ^•^ ^ faieman. 

3055. Have you made inquiry as to tlie position of the men who were appointed ■■ 

agents for these companies? — ^Yes, Bassett was agent for the Reciprocal Life and *7 ^^ »853. 
the Reciprocal Fire, and I believe is now agent for the Deposit and General 

Company. 

3056. Were Bassett and the agents generally imposed upon themselves, or 
were they acting in fraudulent collusion with the promoters of these offices, do 
you think ? — I should think Bassett might have been imposed upon. 

3057. Then you think Bassett was a victim ?— I think so, or he never v/ould 
have given a discharge for the money that was due to him from Guest. 

3058. Do you suppose that it is by means of appointing respectable persons 
throughout the country, or persons respectable in their position and their local 
character, tlmt the public are imposed upon, and that those persons accept the 
agencies without taking sufficient pains to ascertain the respectability of the 
office that appoints them ? — I think the agents are taken in by the array of names 
on the prospectus, and from their stating that they are '^empowered by Act of 
Purliament, * and fron» the tempting commissions that are odfered, which runs up 
as high as 10, 20, 30 and 40 per cent, on the premiums received. I am now 
speakitig of life assurance premiums. The Reciprocal Life Company had agents 
in 50 of the principal towns in England. 

3059. Mr. MuUings.'] You spoke of policies being issued without stamps; I 
suppose if there were any difficulty in recovering the amount, the consequence 
would be that the policy would be void ; it could not be sued upon, or givea 
in evidence in a court of law ? — Certainly not. 

3060. CbairmanJ] It is not a policy on which any claim could be made in 
point of law ? — I should think not. As regards agency commissions on life poli- 
cies, Denison states, in a letter dated 15th June 1851, "The commision we 
allow is 15 per cent*; and if, in addition to your own services, you introduce 
persons elsewhere who dispose of our shares for us, we should be willing to reoui- 
nerate you in proportion thereto." 

3061. I understand that in the cases you have mentioned, the losses were 
principally on fire policies ? — I believe that the very large amount has been upon 
marine losses, notwithstanding there are claims for fire policies unpaid. 

3062. Were there any in the case of life assurances? — Yesj there are life 
claims unpaid against the Tontine, the Independent, the Counties Union, and the 
Industrial Companies, and others. 

3063. Where the company has not been wound up, of course the premiums 
which liave be^n paid have all been lost ?— They have all been lost. 

3064. Therefore if a number of claims have fallen in, in consequeoice of per* 
sons having died, the premiums paid, as well as the sum assured, will be lost ?-^ 
Yes. 

3065. Mr. ChafnbersJ\ Supposing the business is transferred, that would not 
be the case ? — No ; but in the instances I have mentioned the business has not 
been transferred. 

3066. Chairman.] In the cases yow have gone through there has been no 
transfer ? — No. 

3067. Of course, if the business had been transferred, and the company wound 
up, then the policy holders would be as well or better off than before ? —Yes ; 
in the case of a life office it would make very littfe difference to the party assured; 
supposing him to be in good health at the end of the year, he would re-assure his 
life, and he would only lose the diffi^rencc between the premiums of 30 and 31, for 
example. 

3068. Mr. Freshfield.'] Then, upon a life policy, the company would only have 
received one premium, supposing them to stop at the end of the year, as appears 
to have been the case with most of these offices ? — Yes ; tlie only case of a second 
premium 1 ever heard of was that of a Dr. Greene, who was assured in the 
Reciprocal Life; but I beliere his premiums were due half-yearly. 

3069. Chairman.] In these cases, as far as you have been able to discover, 
was it only for the sake of the first premiums that these offices were started ? — 
I believe they would have gone on much longer if they had not been exposed. 

3070. Do you suppose that the persons you have been speaking of started these 
offices one after the other, bondjide and honestly intending to go on ?— No, I thittk 
not, in those cases. 
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Mr. 3071. Then it was merely a mode of fraudulently obtaining large sums of 

W. S. D. Pateman. money from the public under false pretences ? — Yes, there can be no doubt of it. 

3072. Mr. MuUings.] Practically, the first premium is the only premium paid 
27 June 1853. jj^ ihese cases ? — Yes, except in the marine offices. 

3073. Chairman.'] With reference to agents in the country, when they appoint 
agents who are respectable persons, may not the premium? go on being paia for a 
considerable period, the agents themselres not having ascertained the responsi- 
bility of the office, and the persons assuring trusting to the agent?— It might be 
so; but I think it is as much the duty of the agent to inquire into the respecta- 
bility of the office, as it is the duty of the office to inquire into the responsibility 
of the agent. In these cases it would have been impossible for the company to 
have gone on transacting business very long without being exposed. In the case 
that was to be tried to-day in Limerick, Wallace v. Wright, there was no company 
in existence, and the party has proceeded against the agent for the amount of 
premiums paid, holding him responsible. 

3074. That is the agent for Limerick ?— Yes ; William Wright, agent for 
the Industrial Life at Limerick. 

3075. Is he a respectable person, and the victim of these parties ? — I have seen 
him within the last few days ; I do not think he exercised the necessary caution ;. 
he was anxious to obtain business. 

3076. You have no reason to believe that he was fraudulently in league with 
these parties ? — I do not think he has handed over all the money he received. 
In one case he states that there were seven policies issued on the 27th of February 
kist ; and I have already stated that Denison was under examination at MarU 
borough-street on the 3rd, 9th and 16th of the same month. 

3077. Mr. Chambers^] You say that that office has done a good deal of busi- 
ness; how do you know that ?— Because I have a number of policies before me- 
on which the premiums have been paid ; and I have seen many others. 

3078. Mr. Freshjield.'] Will you state what is your connexion with this sub- 
ject? — I am the publisher of the " Post Magazine," for Mr. John Hooper Hart- 
noil, which is devoted to the subject of liie assurance, and I have to procure in- 
formation for it. 

3079. Chaii^ian.'] Now you have stated a great number of cases in which the 
two persons you have named got up one office after another ; do you know whether 
similar frauds have been committed by other persons? — Yes; here is another 
case, which is that of a company registered on the 21st September 1852, by 
" George Octavius Etherwill, gentleman, of 457, New Oxford-street, and William 
A. Arnati, gentleman, of 37, Brewer-street, Golden -square, for the purpose of 
insuring to Government officers of all nations, civil and military, as well as to 
soldiers and sailors in the Royal Navy a complement of their pensions, which 
shall increase it to the ratio of full pay/' I here hand in the prospectus of the- 
company. 

\The same was handed iw, as follows ;] 

EuROPBAM Alliance FrLL-PAT Insurancb Company. 

For Government Officers of all Nations, Civil and Military. 
Capital, £.160,000. 

For assuring on the mutual principle to officers, military and naval, and the public func- 
tionaries of the Governments of Europe, their full-pay allowance to the t ime of death,, 
commencing from the date of their entering on their retiring pensions. 

Committee : 



John Small, Esq. 
William Panglass, Esq. 
Rev. Watson Stanhope. 



Rev. Henry Stafford. 
H. Robertson, Esq. 



Managing Director — George Octavius Etherwill, Esq. 

Secretary — William A. Arnati, Esq. 

Solicitor — ^Thomas Birch, Esq* 

Office, 457, Oxford-street, London. 
With branch boards of direction in the principal towns of Europe. 

Loan funds and European provident fund for subscribers and sub«officers in case of 
suspension of employment, half-pay, wounds, accidents, sickness, invaliding, and retire- 
ment. 

Endowments, life annuities, and provision for widows and descendants. 
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Local board The day 186 . 

The local manager for the town of 

Sir, — Having been appointed by the European Alliance Company to receive subscriptions 37 June 1853, 
for the company, I have the honour to bring before your notice the laws and regulations 
which have been forwarded to the chiefs of the embassies in London, and which have been 
specially approved by the French minister. 

The company, by means of the powerful principle of mutuality, affords to the members 
the advantage of iheir funds accumulating at interest, and secured in the Government 
Stocks. The object of the company is to increase the retiring pension or half-pay of the 
oflBcers and public functionaries attached to the Governments of Europe, so as to make it 
equal to their full-pay up to the period of their decease, and according to their rank or the 
nature of their employment. It ofters also the following advantages : — 

Independently of its guaranteed capital, and its corresponding boards of direction, the 
company has established, upon the most certain basis, the future as well as the present 
position of its members. Every three months the subscriptions are invested in the Govern- 
ment funds of the respective states in which they have been received, subject only to a fixed 
charge for expenses of management. On the 6th January in every year the various local 
managers receive a statement thereof to transmit to the different members. 

Every five years a division will be made in the shape of dowry and indemnity, amongst 
all the orphans of less than 15 years of age, of a proportionate reserve from the sums paid 
l>y deceased members, and accumulated in the general fund. After the first year's sub- 
scription a loan fund will be established, with the option of repayment by quarterly 
instalments. 

The premium, calculated for 30 annual payments, is fixed for France at 12 days' full pay, 
clear ot deduction, payable quarterly, according to the rank of the subscriber, and increasing 
according as he rises in the service. This subscription must be paid into the hands of the 
local manager. 

Subscril^rs are divided into two classes; those of the first class having paid 30 annui- 
ties will receive the full difference, that is to say, the amount which will make up their 
annual income equal to full-pay. 

Subscribers of the second class having paid only 15 annuities, will receive only half of 
the difference to make up full-pay. 

Subscribers who are within a few months of becoming entitled to their pension, provided 
they could not pay the annuities reauired for half of the difference, would be credited by the 
company, with ten annuities due for that half, they must pay five annuities to the general 
fiind. 

The vridow of a deceased subscriber, whether he be on full or half-pay, will only receive 
a third of the difference ; but if her husband has paid more than 15 annuities, she will be 
entitled to one-half of the difference which he would claim. 

The funds contributed by deceased unmarried members, by those who have voluntarily 
withdrawn, or who have changed to other pursuits, will benefit the general mass or 
subscribers. 

The rate of contribution does not increase, whatever may be the amount of full pay. It 
ceases from the day when the retiring pension commences. 

The sums contributed by members who have paid less than 10 annuities, who are placed 
on half-pay, or who are incapacitated in consequence of wounds, sickness, changes or sus- 
pensions of employment, form a special fund, entitled '* European Provident Fund," in- 
creased by the annual deduction of 10/. for each subscriber. Each year 75 per cent, of the 
accumulated capital is equally divided amongst those who are entitled thereto. 

For the improvement of the moral condition, and for the benefit of the sub-officers and 
soldiers in the military and naval services of Europe, a "Mutual European Provident 
Fund '* is established on the same principle. The annual rate of voluntary contribution is 
fixed at 12/. 50c., payable yearly or half-yearly. It affords compensation to the sub-oflScer 
or soldier who is wounded, invalided, or who has attained the period of retirement. 

Such, sir, are the leading features of the company. We believe, that considering the advan- 
tages, the precautions, the guarantee and the economy of a large association of prudent 
men, jealous of the dignity of their position, and anxious for the moral improvement of their 
sub-oflBcers and brave soldiers, as well as the future benefit of their families, will not hesitate 
to subscribeto conditions so equitable to all. 

The approbation of the representatives of the different states of Europe, the example of 
the English officers and public functionaries, the su{)port of the most enlightened men m the 
land and sea services, make us confident that you vrill respond to our appeal. The company 
being bound within the first three months to present to the members the exact list of sup- 
porters, begs the subscribers to forward, as soon as possible, vrith their promise of support^ 
the amount of one day's full-pay. If this formality be omitted, they may be subject to new 
modifications of payments if they desire to join the company at a future date. 

Hoping that you will make known our circular to your honourable colleagues, we seize 
the opportunity to solicit your support. In this hope, accept, sir, with the highest considera- 
tion, the respects of your servant, 

The Local Manager. 
0.55. N N Form 
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^ e i^^' , Form op Aorbbmbnt. 

I, the undersigned , residing at , holding the rank of 

27 J«ne i4$3. '^^ f entered on duty the , appointed by , 

or for three days of full pay, declare that I agree to the present circular of the European 
AlUanoe Company, and subscribe one day's pay for the assurance of the difference between 
my retiring pension and full-pay, on the conditions and regulatioas on which my poUcy will 
be issued. The present writine will serve to make valid tEe contract of my assurance, to be 
sent me from the general board of direction at London. 

Signed at , 185 

The present letter to be sent, postage free, with a post order, addressed to the local 
manager, authorised to receive subscriptions at 

I found that this company had advertised exteBsi%dy in almost every conti- 
nenlBl paper ; tlie following is a copy of an advertisement which I have taken 
from ** Journal di Turin:** — 

Una Compagnia Inglese di assicurazione e di previdenza chiede in Torino ed in tutte le 
prmcipaii citta degli Stati Sardi e deU'Italia dei dueciori generali con assegnamento fisso di 
4,000.a 8,000/r. 

Scri^eie Franco in Ii^lese o in Francese a Sir Etherwill, 457, Oxfort-street, Londra. 

My attention was first directed to this company, in consequence of a gentle* 
man having called upon the secretary of The Rock Life Oflke, stating that 
he had received instructions from Paris, to invest 500 Z. in the company, if 
it should be found respectable ; he was referred to the ** Post Magazine/* 
Mr. Jameson, a director of The Victoria Life Office, received 80 /. to invest 
in the same company. On inquiry I found that the office consisted of 
one room, over a milliner's shop, in New Oxford-street, containing only two 
chairs, a broken table, and a large number of prospectuses, printed on foreign 
note paper. I was informed that a great number of foreign letters had been 
received at the house. I then applied to the French ambassador, and be took 
active measures to close the concern in all parts of France ; and the manager 
' decamped shortly afterwards. There was another company started by a person 
calling himself Sir John William Dixon, entitled '^Tbe Universal Life and Fire, 
Insurance Company;" thev copied the style of the prospectus of a highly 
respectable office, called The Universal, in King William-street. This com- 
pany was also extensively advertised on the continent, stating that they were 
willing to receive applications from respectable parties willing to become agents ; 
that the remuneration for their services would be from 200 /. to 800 Z. a year, 
and that before any agent could be appointed, he would be required to deposit 
from 100 /. to 400/., for which he would receive interest at the rate of five per 
cent. ; letters were addressed to Mitre-square, Aldgate. This I found to be a 
very small house, and that a room had been taken in it, which the parties never 
occupied, some person calling there for the letters; no one had called for letters 
during the last six or seven days, in cbnsequence of the police having been 
making inquiries respecting Mr. Dixon, and there were at least 40 letters returned 
to the General Post-office, many of which were supposed to contam money. 

3080. Who was that man ? — He called himself Sir John William Dixon. 

308 1 . How long ago was that ? — ^Within the last six months. 

3082. How long ago is it since The European Alliance was got up ? — ^That was 
in the beginning of October 1 852 ; about the same time. 

3083. How many cases have you got altogether of this class, which come under 
the description you have given us, viz., clearly fraudulent attempts to obtain 
money?— ^ More than a dozep altogether. 

3084. They were not all registered ? — No, some were not registered at alK 

3085. Do those that were not registered at all appear to have had any more 
difficulty in getting agents in the country ? — No, they appear to have got them 
with just the same facility. 

3086. Did they all profess to be registered ? — They all professed to be regis* 
tered ; they stated they were ** empowered by Act of Parliament." 

3087. Have you any other cases ? — Yes ; that of The People's Life Assurance 
and Endowment, in 1846. There are policies unpaid, and a large number of 
claims against this company ; then there was The United Kingdom Cattle Assu- 
rance Company, whose offices were in Cheapside, there are claims against them, 

I am 
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I am informed, to the extent of 20,000 /. ; there is also, The Farmera' and Mr. 

Graziers* Mutual Cattle Assurance Company, Wellington-street, Strand, in which H'. 5.D. Paternal. 

the policy holders have been sufferers to a very large amount ; at the present 

moment they are issuing policies, and the company consists of the secretary and '7 Jane 1853. 

one director, and they admit that they have outstanding claims against them to the 

extent of 5,000 1. The last case is that of The Sceptre Fire and Life Assurance 

Conipany, which I should call a failure ; it was only in existence for a short time» 

and they did a small anK)unt of business. This company lost in preliminary and 

other expenses nearly 4,000/., the whole of which sum, I have been toM, has been 

paid by two of the directors, Messrs. Cox and Wyman. The actuary and man^;er 

of this last named company are each bringing out a new office, one called The 

Lion of England, the other The Realm. Thus two offices arise out of the failure of 

one; and I think it will be seen from the paper which I have before me, that 13 

offices in this case owe their origin to one gentleman. These are The Victoria, 

1838, Mr. E. Ba\lis, actuary ; The English and Scottish, 1839, Mr. E. Baylis ; 

these companies I believe to be very respectable. The Anchor, 1842, Mr. E. 

Baylis ; The Candidate, 1 843, Mr. E. Baylis and Mr. Dnrre ; The Professional, 

1847, ^*r- E. Baylis ; The Trafalgar, 1851, Mr. T. H. Baylis (son of Mr. Baylis, 
and formerly of The Anchor) ; Vhe Waterloo, 1 852 (the secretary of this office is the 
son of one of the directors of The Professional); and, lastly, The Unity Fire, 1 85 j, 
Mr. T. H. Boylis (also secretary to The Trafalgar), got up jointly by the directors 
of The Waterloo, Trafalgar, and Professional, and of whicli Mr. B. Baylis is the 
actuary and one of the directors. 

3088. How many of those offices are in existence at the present time ? — All 
except The Candidate. It wilt be Keen, that a great many of these offices have 
been got up by clerks and other persons who have held subordinate situations in 
other offices; they find it a capital thing to get a salary of 1,000/. or 2,000/. a 
year, and they act in conjunction with a solicitor, who draws the deed. 

3089. If people tind that the business of assurance i& increasing very much, is 
it not a very natural thinir that persons acting as clerks or assistant secretaries in 
old offices should be the parties to get up new offices, if there be & demand for 
them ; do you not think if you inquired into any description of business, that 
many of those concerns were started by young men who had formerly been 
brought up in businesses of a similar description ? — Yes ; but in this case I think 
they are started with a reckless expenditure, which must be ruinous to the pro- 
prietors and policy holders, from the fact that many such persons possess very 
little knowledge of the business they undertake. 

3090. With regard to the amount of expenditure,, that, I suppose, must be a 
matter of opinion with reference to the business likiely to be obtained by such ex- 
penditure? — ^Yes. Branching out of the English and Scottish, we have the 
Commercial and General, in 1841, Mr. F. Lawrence, miiuager, who had previously 
been clerk under Mr. Baylis, in the English and Scottish. The Engineers, 

1848, Mr. F. Lawrence. The Adamant, 1852, Mr. F. Lawrence. This gentle- 
man is now the manager of the London and County Insurance Company. 
Branching out of The Anchor, we have The Athenseum, 1851, Mr. Henry 
Sntron; The Era, 1852, Mr. E. Curtis; The Emperor, 1852, Mr. E. Curtis. 
Then again, in 1845, ^'^ ^^ The Merchants and Traders, Mr. Augustus Colling- 
ridge; The Port of London, 1847, Mr. A, Collingridge ; The Sea, Fire, 1849, 
Mr. J. Hooper for Mr. A. Collingridge. Out of The Merchants and Traders 
sprung The General Commission, 1846, Mr. A. Collingridge, and Mr. J. N. 
Burnand ; The Marine Brokers', 1849, M**- J- N. Burnand; and also The 
Colonization, 1849, ^Y Messrs. Wood and Huggins ; Wood had been secretary to 

The Merchants and Traders, and Huggins was tried and sentenced to death at » 

the Old Bailey in 1851 for arson. Then from Mr. J. H. James, who was the 
actuary of The Gresham, 1848, we have The English and Cambrian, 1850, 
Mr. J. H. James; The British Provident, 1850, J. Reeve, Esq., and Mr. J. H. 
James; The Sceptre, 1852, Messrs. Steers and James. From The Sceptre arise 
The Lionof England in 1852, by Steers, and The Realm, in 1853, ^J Jat»es. I 
find, in 1845, Mr. Burt acting as clerk in The Tontine office, now winding up. 
Arising from The Tontine we have The United Mutual Mining, 1850, Mr. 
A. Burt; The Industrial Sick, in 1851, by Messrs. Burt, Sprague and Clench, 
each of whom had recently filled offices in The Sea, Fire ; The New Equitable, 
1850, Messrs. Burt and Clench ; then The Householders, in 1851, by Mr Alfred 
0.55. N N 2 Burt ; 
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Mr. Burt; and The National Provincial Life, in 1851, by Mr. J. W, Sprague; and 

ur. S. D. Fateman. jij^ National Provincial Fire, 1852, Mr. J. W. Sprague. 

3091* How many of the offices you have last mentioned are still in existence? 

%y June 1853. _There are 10 still in existence out of 1 8. 

3092. Mr. Cowan.] In the case of the " Tontine'* office, you say it is winding 
up in the Court of Chancery ?— Yes; and a call has been made of 1 /. 75. per 
share. 

3093. "Was that a proprietary or a mutual office ? — A proprietary office. 

3094. Then the whole of the shareliolders are called upon to make good the 
claims on the company? — ^There are very few policy claims ; there were not more 
than three policies that became claims ; the company was not long enough in 
existence to have many claims. 

3095. Mr. Chambers.'] It was altogether an abortive matter ? — They were two 
or three years in existence. 

3096. Mr. Cowan.] How much capital did they pay up ? — £. 4,500. 

3097. Chairman.] Is that exhausted ?— That is exhausted, as well as all the 
premiums received ; and a call has been made of 1 /• 7 s. per share. 

3098. What description of claims is that to satisfy ? — For expenses, and to pay 
•creditors. There are only three claims on policies,'one of 500/., and two of 100 /. 
each. The business was transferred. 

3099. What did they do in that case with regard to the policies that were 
running ? — ^With tlie exception of the three that had become claims, the policies 
were transferred to the Engineers' and Masonic office. 

3100. The business was transferred? — Yes. 

3101. Mr. Cowan.] Was the call made in respect of the Tontine made under 
« the Winding-up Act, or was it voluntary ? — Under the Winding-up Act. 

3102. Mr. MuUings.] The calls were made to satisfy the claims of third 
parties ? — Yes, of creditors. Eight of the companies projected since 1 845, are 
now closing under the Winding-up Act. 

3103. Mr. Chamhers.] Are ihey all life assurance offices? — Half the number 
are life assurance offices ; I think four are not. 

3104. Mr. MtUlings.] With regard to one of the offices which you spoke of, 
viz., the •* Annual Bonus,*' that was in fact a lottery ? — Yes, under the guise of 
a life assurance office. That was never completely registered. 

3105. Did they do business? — From all that I could learn, I believe they 
issued from 2,000 to 3,000 Ufe assurance bonus policies, the premiums of which 
were one guinea each, the whole of which policies were unstamped. 

3106. Chcdrman.] Do you find that the business which these offices did was 
generally in the country ? — Yes. 

3107. Generally out of London? — Yes, they did not do much business in 
London. The projectors of the " Annual Bonus" were also the projectors of the 
** Counties Union Life and Fire Assurance Company,*' which consisted of eight 
persons representing a capital of ioo,oooZ., **of which the promoter, E. J. Wick- 
stead, was also a director, and a holder of one 10/. share; and the said eight 
persons were empowered by the deed to issue shares to the extent of one million 
-sterling." This company has been brought to a close, under the Winding-up Act, 
within the last few weeks. The losses, I understand, amount to 20,000/. The late 
Earl of Ducie was the trustee of this company, and I was informed that he would 
be made a contributor. 

3108. What do you mean by a contributor? — I believe he signed a power of 
attorney authorising his name to be put to the deed of settlement. 

3109. Did that profess to be a charitable institution ? — No, it did not ; I believe 
• Lord Ducie was induced to belong to it from benevolent motives. 

3110. You suppose that he was deceived? — There can be no doubt about that. 
The official manager told me that he thought the claims would be 18,000/. or 
20,000/., and they will fall upon the shareholders, who are few in number. 

3111. Mr. Chambers.'] Are those claims of creditors or policy holders? — 
Chiefly creditors ; I have heard of only two or three policies that have become 
claims. 

3112. Chairman.] These are all offices which come under the head of frauds, 
obtaining money upon false representations, in the same way as Joseph Ady or 
.anybody else has done? — Certainly. 

3113. Mr. Chambers.] It is one mode of swindling?— Yes. 

31 14* Chairman.] 
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3114. Chairman.'] Do you think these frauds have been at least facilitated in 
consequence of the Act of 1 844 ? — I do. 

3115. You think the ability of these persons to write themselves up as *' incorpo- 
rated by Act of Parliament,** has afforded a facility for committing these frauds ? 
I think it has. 

3116. Do you think that that Act is defective in any particular way, which has 
increase that facility ? — I think it is very defective. 

3117. Will you state in what respect you think it is defective? — I think, in 
the first place, the registrar ought to have the power to compel every office to 
return a copy of their accounts ; it is unfair that a companv which is honestly and 
fairly conducted should return its accounts, while the one founded in fraud should 
return no accounts, and the Act of Parliament does not give the power of enforcing 
the return ; there is a large number of companies that have made no returns at all. 

3118. You think it would bean improvement of the Act if the registrar had 
such a power ?^-I think it would. 

3119. Mr. Sotheron.l Do you think it would be better to have no Act of 
Parliament at ^11 upon tne subject? — No; I think it would be much better to 
have the Act amended, and rendered effectual. 

3120. Chairman.'] If the Act be amended in every possible way, and made 
as effectual as legislation can be, what protection would it give to the public 
against the fraudulent pretence you have spoken of, by the use of the name of the 
Act? — ^I think the Act should give the registrar the power to indict parties so 
acting. 

3121. If a party swindles or commits a fraud, by obtaining money under 
false pretences, is he not liable to an indictment at common law ? — I have tried 
every means to obtain a public prosecution, but I have never yet succeeded. 

3122. I suppose you have had a difficulty in obtaining evidence ? — No, I have 
not had much difficulty in obtaining evidence. 

3123. You do not mean that an indictment would not lie at common law ? — I 
have been told by several gentlemen that an indictment would lie, but I had not 
myself the power of indicting them, not being a shareholder or a policy holder. 

3124. Therefore it is that no person has prosecuted? — Yes, I presume so. 

31 25. But you do not doubt that if persons were to come to me, or to any one 
else, and obtain premiums for assuring my life, under the pretence that they were 
** incorporated by Act of Parliament,'' and it turned out that they were not, they 
would be amenable to an indictment at common law, for obtaining money under 
false pretences ? — I should think they would. 

3126. Mr. Freshfield.] Is it not a condition precedent to an office doing 
business, that it should be completely registered, and would it not be a misde- 
meanor to do business without being registered ? — It would ; the Act of Parlia- 
ment at present provides that ^^ each director shall hold, at least, one share in the 
capital stock of the company, and that if without having such share, any person 
should act as director, he shall forfeit for every such offence, 20 V I know a number 
of directors who do not possess the necessary qualification, and the registrar has 
not the power of enforcing the penalty. My impression is that the qualification 
for a director should be at least 500 /. paid up in a proprietary company. 

3127. Mr. Mullings.] Does ativthing occur to you in the nature of a general 
provision, in any future Act of Parliament, for securing the public against these 
frauds? — I think a better form of account should be rendered than is returned at 
the present moment; for instance, here is a balance sheet of the ^^ Anchor Life. 
Assurance Company'' : — 



Balance Sheet of the 



Life and Fire Assurance Company, from the 1st of 



October 1849 to dOth September 1852. 



Beceipts : 

£. 8. d. 
' Total receipts, as per cash book 65,799 11 11 



"To liabilities 
0.55. 



Liabilities : 

£. 5. d. 
. 109,715 15 1 



Expenditure: 

£. s. d. 
By total expenditure and in- 
vestments, as per cash book 65,799 10 11 



Mr. 
W. S. D. Paiemafu 



Assets : 

£. 8. d. 
To assets, including balance 

at bankers - - . 109,715 15 t 



N N3 



§7 June 1853. 
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3128. That is merely an acconnt on paper which shows you nothing of the 
particulars of the assets ? — It shows you nothing. 

3129. Including in one sum the total expenditure and investments? — Yes; I 
have three or four similar instances taken from the returns to the registrar. I 
have also four other accounts of old assurance companies, which I consider are 
made out in a clear and intelligible manner, and which I beg to hand in. (The 
same were handed in.) 

3130. Mr. MuUings.] Could any form of account be devised, by which, if 
parties were so disposed, they might not deceive the public and the registrar? — I 
think some general form of account might be laid down. 

3131. What means would you have of testing the account; would you give 
power to any public officer to test the account in any way with reference to its 
genuineness ? — Yes ; I think power should be given to a public officer to call for 
books, papers, and documents for the purpose of testing the truth of the returns 
made to the registrar of joint stock companies. 

3132. Is that a power you would feel disposed to give to the Government with 
reference to voluntary associations dealing between themselves and the public ? — 
Yes, certainly. 

3133. A Government auditor? — Yes; I find that the new offices, by way of 
justification of their reckless expenditure, assert that the old offices wlere just as 
extravagant in the earlier periods of their existence ; this I do not believe to be 
the fact. I have taken a number of offices, and I will select one or two as an 
example. I take the first year's expenditure of three offices, viz. — 



Premiums reeeived 
Expenditure 



The 

Professional, 

Founded 1847. 



£. s. d. 
571 9 2 

6,000 - - 



The 

Scottish Provident, 

Founded 1837. 



Cae MottChs.) 

£. s. d. 
2,081 17 6 

3W 1 7 



The 

Scottish Equitable, 

Founded 1831. 



£. s. d. 
2,368 - - 

337 - - 



I also give an account of the expenditure of the Professional at the end of its 
third year, and also the expenditure of the Westminster and General Life, 
founded 1 836, at the end of its third yeai*. 

[The iomc were handed in^ as follows :] 



Postage --------- 

Advertisements -------- 

Printing, stationery, &c. ------ 

Commission -------- 

Policy stamps, &c. ------- 

Medical fees -------- 

Law charges -------- 

Wages --------- 

Salaries, &c. -------- 

Rent and taxes -----*-- 

£. 



Professional. 



£• s» d. 

218 6 6 

942 12 1 

1,340 16 6 

1,316 10 10 

286 4 6 

180 2 
1,113 7 

326 13 
3,214 7 

876 6 



6 

7 
6 


7 



9,863 6 6 



Westmhtstbr 

AND 
OXKSRAL. 



rf. 
11 



£. i. 

8 6 

99 10 - 

16 11 6 

IM 2 11 

76 6 - 

11- 



534 - - 
160 - - 



1,009 17 9 



I find that the total receipts of the Friends' Provident Institution, during 19 
years that they have been in existence, amount to 602,058 /• 2^. id.; the total 
expenses of the management of this bnsiness amounts only to 14,153/. 18^. jd.^ 

being 
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being an average of 744/. i8«. 10^. per annum. The Scottish Widows' Fund, ^^f- 

The National Provident, The Standard, The Mutual, The Scottish Amicable, The ^ ^ S. D. Patem oiu 
Edinburgh, and many others of the oW offices have been equally moderate in their ^ j g 
early expenditure, while the contrary has Ijeen practised by offices founded since 
J 845. In a recently established fire insurance company, out of the 25,000 /. 
received in the form of capital and insurance premiums, all that is left is 2,000 /. 
in cash; about 2,000/. in loans, 2,000/. in investments, and 1,500/. in the hands 
of agents, with a small sum or two besides. The position therefore of this com- 
pany is, that they have received from the public, in the form of capital and 
premiums, about 27,000/., out of which the public have been paid back 3,000/. 
for fire losses. The remaining 24,000 /• was thus accounted for : office expen- 
diture, 16000/.; balance left in one shape or another, in different parts of the 
work!, 8,000 /. Hencr^ putting the recent fire kiss at Montreal at 1 8,000 /., the 
company had got rid of every shilling of its capttal and premiuoH, and are 
10,000/. in debt besides. 

3134. Chmrman.'] The result of your observation is, that the expenditure (0 
create a new business now is much greater than it was formerly ? — Yes ; I think 
at present it is eittravagant in the extreme, from the effect of competition ; in 
particular, competition has been the means of increasing the rates of commission 
in many instances, more than the premiums usually charged would justify; first, 
on annuities, a class of business almost entirely abaflndooed by the older assurance 
offices as not profitable ; many of the modern offices allow i}, 2, and 3 per cent 
commission. From the prospectus of an atmuity society, I glean that they allow 
15 per cent., and this, too, in the face of the Act of Parliament on annuities, 
which specially provides a penalty for any person paying or receiving more than 
one-half per cent. While speaking on this subject, I may add, that tb^ are offices 
granting annuities at rates equally as high, and at some ages higher, than those 
charged by the late " Independent West Middlesex.*' Commission on the sale of 
shares must, I think, make a sad inroad upon the capital of modem companies, 
who pay 10, 15, and (as appears from a letter I have already put in) 25 per cent. 
Commission on commuted life premiums was formerly very generally paid at the 
rate of 15 per cent ; the effect of competition has increased tbeae rates to 35, 40, 
and even 50 per cent. I will take, from some letters I have before me, two or 
three examples, in order that the Committee may see that offices are pajrtng much 
more than the amount which, until recently, was considered safe, viz., 5 per 
cent. ; the first is from a recent life assuraace company : 

I beg to enclose yoa a prospectuft of the B. Life Asauranoe Company, which entertains pro- 
posals en lives dedined by other offices. Since some of the old established companies 
entirely decline to assure lives which are not of the very first class, you may, perhaps, 
have experienced disappointment in the rejection of business by the society you represent. 
The B. Life Assurance Company undertakes to accept such lives with a moderate extra pre- 
mium proportional to the aoditional risk. The company grants policies, also, against any 
illness, or accident, entirely disabling the assured. Any proposals you may think proper to 
submit, shall receive the most carefal cqpsideration. 

The commission will be 20 per tent on the first year's fall annual premium, and 5 per 
cent on the succeeding yearly premiums. 

Another instance is that of a life Assurance ^^ Annuity and Family Endowment'* 
Office. The secretary in this circular to agents * sayb, " I have the pleasure to in- 
form you that the directors, taking into consideration the great importance of 
strengthening, as speedily as possible, the union between this association and its 
agents, by givmg them an interest in its success, have decided on granting a 
commission of 20 per cent, the first year, and five per cent, thereafter, in lieu of 
the ordinary rate of commission effected by an agent on his own life, or on the 
lives of other parties, in whom he may have a pecuniary interest. London, 19th 
May 1851.'' One modern office, established within the last two or three years, 
pays an agent 10 per cent, commission, and five per cent, to be continued 
during the survivorship of his wife and two daughters. Medical fees have also 
increased with the march of competition, a recently established company having 
taken the lead bv paying the medical profession a fee of two guineas for each 
report. Other offices are now following this example. I have here a circular, 
dated January 1 853, from an office established in 1 846^ headed — 

0.55. N N 4 Medical 
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W. S. D. Paleman. Medical Fees. 

~^ Many gentlemen of the medical profession having an objection to receive a commission 

27 June 1853. on business introduced by them without the intervention of an agent^ the directors of this 
society, anxious to meet the views of the profession, have come to the resolution of allowing 
the following medical fees in all such cases, viz., 1 L I s. under 200/. ; SL Ss. for 200 Z 
and under 500 1. ; and 61. 6 s, for 600 /• and upwards. 

The directors trust that this arrangement will be satisfactory to the profession, and secure 
your influence and active co-operation in favour of this society, but they will of course * 
continue to pay the usual medical fees and commission in all cases where preferred, as 
heretofore. 

I take the Uberty of enclosing prospectus and proposal form, and shall have great 
pleasure in forwarding a further supply and any other information you may require. 

I have also a circular from an office, which states that it pays ^' a handsome com« 
mission on the premiums received ;" further, that 

'' A friend much interested in the welfare of this society, having recommended you to the- 
directors as a gentleman of great industrial energy, and one well calculated to act as an 
agent and correspondent for our institution, wherever your influence and industry may 
extend, I take the liberty to inquire if such an appointment would be consonant to your 
inclinations, as well as suitable to your other engagements, and whether we may have the 
advantage of attaching your good offices and energies to our interests." 

This is an extract from a letter that was sent by post to the addresses of almost 
every name to be found in the Edinburgh Post-office Directory ; and in this case 
the effects of compeiition appear to have tempted the secretary to overstep the 
limits of truth, for it is not likely that any ** friend '* would recommend a director, 
manager, or secretary of a Scottish life office, to become the agent of a newly 
started London assurance company, notwithstanding that it was 'incorporated 
by Act of Parliament, with a guaranteed capital of 50,000 1" The fact is, that 
in sending the circulars, they forgot to omit the gentlemen connected with the 
Edinburgh assurance offices. 

3135. Mr. Cowan.'\ That circular was sent to the managers of the Scotch 
assurance offices I — Yes. Another defect in the Act of Parliament appears to me 
to be the want of power in the Registrar to reject clauses in the deeds of settlement 
which I think ought not to be admitted. For example, clauses are inserted pro- 
viding that certain persons shall be managers, and that they shall be paid fixed 
salaries. I have a deed before me, dated 1 8485 in which it is provided that the 
manager's salary is to begin at 500 Z., and rise to 1,000 /. per annum, while be is^ 
privileged to possess a policy of 1,000/. without premium, on any life he 
shall name, between the ages of 40 and 50^ and a further sum of 1,000/. 
at the first division of profits. The actuary's salary is to commence at 300/., 
to be increased to 500/. a year; he is also to have a policy for 1,000/., 
similar to the manager's, and the further sum of 1,000/. at the first divi- 
sion of profits; while the directors, by their deed, are. entitled to take a sum 
not exceeding 2,000/. a year for their services. By a clause in another deed I 
find, subject to a resolution of the shareholder;;, that the projector and chairman 
is entitled to receive 2} per cent, on the subscribed capital ; and by another 
clause he is, subject to the same authority, to have 5 per cent, on the profits for 
28 years certain, and for as many more years as he might happen to live. In 
another deed I find a clause to the following effect: ^^ That the said A. B. shall 
be the manager of the company, and be allowed a free policy on his life of 2,000/., 
payable out of the funds of the company ; the salary of the said A. B. to com- 
mence at 400/., with an addition of 4 per cent, upon the premiums until the 
salary shall amount to 600/. ; 3 per cent, until the salary shall amount to 800/. ; 
and 2} per cent, until the salary shall amount to 1,000/. per annum; and that 
450 /. be paid to the said A. B. for preliminary expenses, in three yearly instalments/' 

3136. Mr. Chambers.] Do you object to that ^ — I do object to it. 

3137. And to the others?— I do. 

3138. Chairman.] Does not the last clause you have read make the salaries of 
the chief officers depend somewhat on the success of the institution ? — ^It certainly 
makes the salaries somewhat dependent on the success of the institution. 

3139. Do the other deeds you have mentioned provide for a life policy to the 
manager? — The first I mentioned provides for a life policy for 1,000/. to the 
manager, and a similar policy to the actuary. 

3140. Is it absolutely provided in the deed that the party named shall be the- 

manager 
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manager? — Yes; I 'have known instances where, for the character of the com- Mr 

pany, it has been thought necessary to get rid of the secretary, and they have, in ^* ^'^' Pateman. 

consequence of a clause, been compelled to submit to his retiring upon his own 

terms. ^ 27 June 1853. 

3141. Then the directors have no power to remove him r — No, unless there is 
some other clause giving that power ; I had not time to look through the deed. 

3141:. Mr. Chambers.']. You did not see any clause giving a power to dismiss f 
—No. 

3143* Is that customary ? — Not in all the deeds. 

3144. Chairman.] The party named as manager is generally the promoter of 
the office ? — That is very often the case. In justice to the modern offices, I think 
it right to state, that these things have occurred before; I have here a deed, 
dated February 16th 1838, in which the following clauses appear : 

51. That as a remuneration to the said A. B., for having originated the plan for forming 
this society, and for the important services rendered by him in effecting the establishment 
thereof, and in forming the business thereof, he shall be entitled to receive, and the court of 
directors shall cause to be paid out of the funds and property of the society in addition to, 
and altogether exclusive of any salary or allowance as director or chairman, and of any 
interest or dividend upon or in respect of his shares as a proprietor in the capital stock of 
the society, and of the sum of 5 5. per share hereinbefore provided to be paid to him for 
the preliminary expenses of the society, to him, the said A. B., his executors, adminis-^ 
trators, and assigns, during the term of his natural life, or for the torm of 28 years, to be 
computed from the date of these presents, in case the said A. B. shall depart this life before 
the expimtion of that term, a sum equal to 6 /. per cent, upon the net profits actually 
received by the society, upon all its departments of business, as and when the same shall 
be declared, and calculated and estimated as hereinafter provided for ; but the said A. B. 
shall on his part, in consideration thereof, aid to the utmost of his power in establishing 
and increasing the business of the said society; and if he shall become directly or indirectly 
employed by, or concerned for, or interested as director, officer, or shareholder, in any other 
life assurance society, or any similar society or company, not connected with this society, 
within the United Kingdom, without the consent of a general meeting of this society, then 
and in such case such. remuneration shall thenceforth cease and determine. 

62. That the said A. B. shall not be liable to go out with the other directors, but notwith- 
standing bis rotation shall have arrived, he shall continue to hold his office of director and 
of chairman, without any re-election, and as if he had been duly re-elected thereto, unless 
he shall be removed from his said office of chairman and director by a special general 
meeting, duly called for that purpose, and in which case another director shall be elected in 
his stead ; but notwithstanding any such removal, he shall continue to be and to sit, and 
vote as a director, in addition to the directors elected by the society, so long only as he 
shall continue to hold and be entitled to such interests in the promts of the society as 
aforesaid.. 

55. That for the said preliminary expenses, the said directors shall cause to be paid to the 
said A. B., his executors and administrators, the sum of 5^. per share, as well upon or in 
respect of every share hereafter to be subscribed and paid for, provided that the said A. B., 
his executors and administrators, shall not be entitled to the said sum of 5 5. on more than 
50,000 shares. 

3145. Was the gentleman named in that deed the originator and getter-up of 
the company ? — He was. 

3146. Mr. MuUings.] If a body of gentlemen forming themselves into a society 
for the purpose of getting assurance business, think it prudent to submit to con- 
ditions of this kind, how would you propose to guard against or remedy such 
things ? — Almost all modern assurance companies are got uf) by the projector or 
projectors and a solicitor, and the deed is drawn first, and the directors are fitted 
to the deed, not the deed to the directors. I believe, in many instances, they 
never look at the deed, or make any inquiries beyond ascertaining the extent of 
the remuneration that \vill be given to them as directors. 

3147. Mr. Soiheron.] As you wpuld apparently prevent such provisions from 
appearing in the deeds of settlement, can you suggest any mode by which they 
might be rejected in future? — I think the registrar or some other Government 
officer should have the power of rejecting all clauses of that description in the 
deed of settlement. 

3148. Chairman.'] Should the registrar not be enjoined to do it ; should it not 
be part of his duty under the Act, and should not the Act provide that no person 
whatever should have any charge under a deed of settleaient upon a coujpany 
beyond a salary for the services which he would give to such company r — Cer- 
tainly. Even salaries should be fixed at a meeting compribed of not less than 
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Mr. 20 shareholders, not directors. I know of an instance whfere the deed provides 

W* 8.D. Paieman. that the business of the company may be transacted if six shareholders are pre- 

sent; and I have seen, at a meeting of this company, the annual accounts passed 

37 June 1853. and large smns of money voted, with but one shareholder in addition to the 
directors being present. 

3149. Mr. Sotheran.'] Supposing that such powers were granted to the registrar, 
and he were to strike out any such clauses as you consider objectionable ; do you 
not think that in some indirect way an equally objectionable kind of remuneration 
would be liable to be given to such parties ? — I think not so liable. 

3150. Do you think that any authority of any officer, or of any Act of Parlia- 
ment whatever, can prevent individuals, if they choose to agree to such clauses, 
from doing so ? — Unless it were done by a clause in the deed, it must be agreed 
to at a general meeting ; and I do not think that any meeting of proprietors or 
policy holders would sanction such a thinj/. 

31 5K Mr. MutUngs.'] Would they not charge tliem as preliminary expenses 
for instance? — I think if they had a large body of responsible shareholders, 
they would not pass such resolutions. 

3152. It seems that parties get up these offices, and that the shareholders, uho 
sign the deed, know very little of the matter?— That is the case ; I do not believe 
that one in a hundred even reads the deed he signs. 1 always ask every share- 
holder! meet with if he has read the deed he signed, and never yet was answered 
in the affirmative. Deeds are v^y rarely prihted for the use of the share or 
policy holders. The only instance I know of is that of the Scottish Provident 
Office, where they make it compulsory with every policy holder to take a copy of 
tlie deed of constitution, and he is charged 1 s. for it. This should be done in all 
offices. 

3153. Mr. Sotheron.] Admitting that the clauses are objectionable, the question 
is, whether you can suggest any mode by which, practically, the shareholders 
might be secured against the same thing being done in some other way by the 
parties who get up these offices ? — I cannot suggest any legislative measure ; I 
think the best security b in the characters of the promoters and directors of offices. 
It is very desirable that they should be in the hands of a better class of men. I may 
state that out of 70 offices registered last year, 1 14 promoters were concerned, 
who, from their previous occupations, were not likely to understand the business 
of life assurance. Their qualifications were thus divided: of "gentlemen" there 
are 30 ; and of ** esquires," 10; of merchants, 10; and actuaries and secre- 
taries, 1 2 ; of barristers, 6 ; and of solicitors, 8 ; of surgeons and warehousemen, 
3 each; and there is an ^^ author," and a *'sboe manufacturer," a doctor of 
divinity and a grocer, an artist and an M,P., a civil engineer and a baronet, a 
bullion merchant and the manager of a life office, an architect and a life assurance 
agent^ a calico printer and a marble merchant, a cabinet-maker and a manufac- 
turer, a printer and a farmer and grazier, an irom-merchant and a provision- 
merchant, a sharebroker and a publisher, a naval pensioner and a shipowner, and 
a builder and a lieutenant-colonel. 

3154. Chairman.'] Could they not be made illegal by the Act of Parliament, so 
that future directors, if they discovered that such clauses had been inserted in the 
deed, would not be bound bylaw to give eflfect to them ? — Yes, I should think so. 

3155. Do you happen to be aware that, in relation to one of the largest and 
most successful banks at the present time, a clause of that description was inserted 
in the deed, and that many years afterwards the person who promoted the company 
in the first instance, and drew up a deed of that description, had during his life a 
certain per-centage on the profits of the bank ?— Yes, I am aware of that ; I have 
the account before me ; it was The National Bank of Ireland. 

3156. Mr. Sotheron.] Supposing the members of that company, whatever might 
have been the number when it was originally constituted, and when these objec- 
tionable clauses were agreed to, had to subscribe a large sum before they were 
allowed to have any (egal standing whatever as a company, would not that, to a 
certain extent, be the means of preventing such things ? — I think that would be 
a very excellent remedy. 

3157. The object of the question is this: I understand you to agree with what 
has been suggested, that It is impossible by an Act of Parliament, or a Govern- 
ment officer, to prevent parties, who choose to do so, from introducing objection- 
able 
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able modes of remuneration into their deeds of settlement ; do you not think, Mr. 

generally, that the best mode of preventing any such objectionable clauses will be ^^ *• ^* Pateman, 

to require from all the parties who chose to enter into these associations the ~; 

deposit of a large sum of money r — I think so. There is a clause in the Act of ^^ ® *^^*^' 
Parliament which requires that the books shall be open at all reasonable times " 

for the inspection of the shareholders, ** subject nevertheless to the provisions 
of the deed of settlement, or any bye-law.** I think the lattec portion of this 
clause should be omitted in any future Act, I know an instance of a company 
who stated tliat they had 30,000/. paid up; while the whole of the share- 
holders were fictitious, with the exception of some 12 or 13. Some of these 
gentlemen waited upon the manager, and demanded to see the books, as he had 
stated that the cash was deposited at the bankers. He produced a mass of books, 
but, upon inquiry being made for the banker's book, he stated that the deed of 
settlement would not permit him to produce that book, unless at a special general 
meeting called for that purpose ; and it was found, by a clause in the deed of 
settlement, that all books were to be open for inspection, except the bunker^s 
book, Journal, and proprietors' ledger. I find further, in the same deed^ an 
equally objectionable clause, viz., ^^ That the directors have full power and autho- 
rity to borrow monies to the extent of one million sterHng ; and that the directors 
shall have power to pledge the credit and capital, mortgage the property and 
effects for securing the repayment of such loans and interest, in such manner as 
they shall in their absolute discretion think most pro[)er and advantageous ; and 
that the money so borrowed shall be employed, until the repayment thereof in 
manner hereafter provided.*' I am speaking of deeds of assurance companies 
only. 

3158. Chairman.'] Have you any other suggestions? — I would suggest that all 
companies should be compelled to return yearly to the registrar, or some other 
officer, an account of rlie receipts and expenditure, liabilities and assets, accord- 
ing to the clearest and best form of account that, on consideration, could be laid 
down ; these accounts to be open to the inspection of the public, and that a public 
officer, actuary or accountant, be invested with power to call for and inspect any 
or all of the books of the company, for the purpose of testing the accuracy of these 
returns ; and that, should the officer find any mis-statements, and consider that 
the company is pursuing a course, by excessive expenditure, bad investments, or 
any other cause that would be likely to prevent them meeting their future engage- 
ments, then that he should have the power to refer the case for the consideration 
of a Board of Actuaries, consisting of not less than three persons, paid officers of 
the Government, and in no way connected with assurance companies; and on 
their confirming the inspector's report, the Governuient to have the power of 
closing the office. 

3159. Mr. MuUings.] Would you give a power to the registrar to reject 
periodical accounts that may not give tlie required information, and to call for 
fresh ones ? — Yes, most decidedly. 

3160. Mr. Chambers.'] Why so; does the registrar know anything about 
assurance accounts ? — There should be a proper person connected with the office^ 
who should understand the accounts. 

3161. Does the registrar know anything about the accounts of an assurance 
office ? — There should be a fixed form of account laid down. 

3162. You object to the form in which the accounts have been rendered 
hitherto ? — Yes ; they can scarcely be called accounts^ I have given in some 
specimens of what I consider good forms of accounts. 

3163. You object to the terms and conditions of the contract upon which the 
company is formed in the cases you have been speaking of, viz., the deed of 
settlement ? — Yes. 

3164. And you suggest that the payment of a sum of money by way of sub- 
scribed capital, would be a very good security for the public ? — 1 think it would. 

3165. You suggest also that the expenditure of some recent assurance com« 
panics has been greatly too large? — I think it has been extravagant. 

3166. Can you suggest any Parlian>eniary mode of meeting all these objections 
of yours, except this, that by Act of Parliament the terms of the contract, the 
amount of subscription, the salaries of the officers, the tenure of their offices, and 
many other things, should be prescribed, and the contract made, not by the parties 
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Mr, themselves, but by the Act ? — I think if each of the shareholders had a stake in 

itK S. D. Pateman. the company to the extent of at least lOo/., paid up, you would not find such 

extravagant expenditure as you do at present. 

27 June 1853. 3167. I call to your recollection the cases you have been citing to us as 
examples; taking those cases, what security would the public have had, suppos- 
ing upon all those fictitious shares it had been stated that 100,000/. had been paid 
up? — I should propose that a portion of the capital should be placed in the 
hands of Government as a security to the policy holders. With respect to the 
fraudulent cases I have mentioned, if the registrar had the power to inquire into 
the character of the promoters, and to call upon them to give some security to 
the public, when his attention was drawn to the facts, a great deal of the mischief 
would have been prevented. 

3168. "We are dealing with some cases of plain swindling and fraud which you 
have been giving us, and I test the value of your suggestions by seeing how they 
would have operated in cases like those : take the suggestion as to a paid-up 
capital ; the statement of a paid-up capital would have been no security to the 
public, in addition to the other false statements you have shown us, would it r — 
No, not the statement ; but if they had had a body of responsible shareholders to 
fall back upon, it would have been a security. 

3169. If an Act of Parliament can prevent all swindling, if an Act can prevent 
fictitious shareholders, with fictitious names on the deed ; if an Act can prevent a 
false statement that a company is registered, and in existence, with false names 
and addresses of parties who are said to belong to it, have you any suggestions to 
oflTer by which the Legislature can meet such cases ? — I have already stated, that 
I think an ofiicer should be appointed to inquire into the characters and responsi- 
bility of the parties who have executed the deed, and that a list of the share- 
holders should be publicly advertised before the deed is delivered up to them. 

3170. Have you found in the case of any life assurance society completely 
registered under the Joint Stock Act, that the public have been defrauded by 
their policies not having been paid? — In The Independent, The Tontine, The 
Counties Union, The Sea, Fire, Life, and The Reciprocal Life Companies, there 
are life policies remaining unpaid. 

3171. Are those offices that were completely registered under the Joint Stock 
Act, and that carried on business ? — Yes ; their are also claims against com- 
panies not registered. 

317'i. By The Independent do you mean The Independent West Middlesex ? 
— No; The Independent Assurance Company, of 15, King William-street, 
London-bridge, which was said to have a capital of 100,000/. This company 
was founded in 1848, and is now winding up under the Act. The shares 
amounted to 2,070, but no deposit was paid on 543, nor the first call on 6g2. 
Having raised a capital of 614 Z. only, and borrowed 1,000 Z. from their bankers, 
the company commenced business. The petitioners alleged, that the affairs were 
managed in a costly and extravagant manner ; that there was an unnecessarily 
large staff of officers, at unnecessarily large salaries ; that the expenses of the 
company far exceeded its means ; that the directors had liberal allowances, that 
policies "were granted, and premiums payable thereon received; but the paid-up 
capital, and money borrowed, had l)een exhausted in carrying on the business ; 
that the subscribers declined to pay the deposits and calls, while policies to the 
amount of about 3,000 /. have become payable, and others to a large amount have 
been daily expected to fall in, and there were no funds or assets to meet them. 
The company was brought under the Winding-up Act, in March 1850, and the 
calls at present amount to 7 /. 10^. per share, in addition to the capital lost. The 
managing director, Mr. W. Holt, is now passing through the insolvent debtors' 
court. 

3173. Chairman.] Was there a paid-up capital in the case of The Indepen- 
drnt? — There was a paid-up capital to the extent of 614 /. The shares were 5 /. 
each, upon 614 of which a deposit of 1/. was paid, and the calls at present 
amount to 7/. 105. per share. 

3174. How long was that company in existence ? — I think, two years. They 
made no return to the registrar, 

3175. It was an unsuccessful, not a fraudulent company ? — ^There were some 
very rtspectable directors connected with that office. 

3176. Mr. 
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3176. Mr. MuUkigs.] The paid-up capital was exhausted? — Yes, all that was Mn 
paid up. W.S.D.Palematu 

3177. With regard to the claims still unsatisfied, there are shareholders liable, j^^ ^^^ 
and ultimately those claims may be satisfied ? — ^Yes, they may be satisfied. 

3178. In what way are such large sums expended in these offices? — In 
director's fees, which in some offices amount to from 1,000 /. to 2,000/. a year; 
in the expenses of travelling agents, which amount to 300 /., and in some instances 
1,000/. a year, and by their reckless expenditure generally, which will be seen 
from the returns laid before Parliament. 

3179. Chairman.] Would it not be a great improvement upon the present state 
of the Act, if the registrar had the power, on its being called to his attention 
that irregularities were existing with reference to companies, that either were 
-carrying on business, being only provisionally registered, or were carrying on 
business without having complied with the Act, or in a manner contrary to the 
Act, to interfere either by advertising the public of the fact, or in some way to 
stopvthe business of the office? — I think so; I think that would be a very great 
boon to the public. 

3180. At present the Act imposes a certain number of restrictions, and there 
are no means of insisting on those restrictions being observed ? — Exactly so. 

3181. Have you any other observations to make to the Committee? — I wish to 
<:all your attention to a statement made by a witness before this Committee. 
Mr. Colvin stated that the life assurance companies had no check upon the regis- 
tration office with reference to the return of their accounts, or other documents, 
for the officers always refused to give a receipt for any paper returned by a company. 
Mr. Colvin stated, that when he applied for a receipt they refused to give him 
one, alleging that the Act of Parliament did not empower them to do su. Now 
the 15th section of the Act requires the registrar **Upon demand, to cause an 
acknowledgment of the receipt of such returns or documents to be given to the 
person by whom the same shall be so brought ;'* and I have the authority of the . 
^registrar to state that the clerks have instructions to comply with this clause, and 

I believe they have always done so. 

John David Fitzgtraldy Esq., a Member of the House, Examined. 

3182. Mr. Ball.] YOU are a Queen's Counsel at the Irish bar? — Yes. /. D. Fitxgeraid, 

3183. You have been in extensive practice for some time on the Munster E«i., m.p. 
circuit ? — Yes. 

3184. It has been stated by a witness before this Committee that, "No doubt 
there is danger in the first years of an office that bad lives will get in ; and that 
danger is so much increased in Ireland, that the most prudent offices decline to 
assure at all, because in the Courts in Ireland no proof is required that a pro- 
prietor of a policy had any interest in the life; and I have seen myself, in a 
Limerick newspaper, six policies advertised for sale, where a probable account was 
given of the condition of the lives ; it was stated that they were expected every 
day to die, in order to enhance the value of the policies. It is one of the great 
evils of that country, which prevents accumulation in that country (and J am 
glad, with the permission of the Committee, to have this opportunity of stating it), 
that the Courts in Ireland do not require any proof that the party assuring a lite 
has any interest in the life ; hence the danger of personation, and of bad lives 
being accepted. When the life proposed for examination is not actually the per- 
son interested, the danger of concealed disease is very great ; so much so, that I 
would conscientiously advise any office with which I am connected to abstain 
from assuring in Ireland altogether until the law is altered ; at least the adminis- 

4;ration of the law, for it is the administration of the law, I suppose ; I imagine that 
the law itself is the same as in England." Can you state to the Committee 
whether, in point of fact, the law upon this subject is the same in Ireland as in this 
country? — The law in Ireland is the same as in this country, save in one parti- 
cular, viz, that the statute of the 14 Geo. 3, which is in force in this country, is 
not in force in Ireland ; that is the only difference. 

3185. Perhaps you will state the diflFerence in the law created by the Act of 
Parliament? — ^The difference created hy that statute is, that in this country what 
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J. D. Fitzgerald, are called wagering policies are prohibited ; they are not prohibited with us, and 

^•> ^*^' unless the contract of assurance requires it, no proof of interest is necessary. 

June 185? ^^ ^^ ^V^^ ^^ *^^ office to require that the party effecting the policy shall have an 

interest in the life, otherwise it is not necessary ; that is the only difference in the 

law. 

3186. Has it come to your knowledge that considerable litigation has arisen in 
Ireland in consequence of policies of that description being effected ? — A great deal 
of litigation has arisen in Ireland upon life policies; a great deal indeed; but I 
should not attribute it at all to that difference in the law, because the actions have 
usually been in cases to which that difference would not apply. They have usually 
been where parties have effected policies upon their own lives (and every nfian has 
an interest in his own life), and then the policy has been assigned to a third party. 
I think the litigation has arisen from a totally different cause. I will take the 
city of Limerick, which has been alluded to as an example. In almost every 
circuit I go there is considerable litigation there, which arises from this : — ^There 
are a number of English offices there ; I have heard it stated by a witness that 
they have appointed 60 or 70 agents ; I have also heard it stated, and proved 
before a jury, that they pay tiiese agents by a commission on the business they 
do; these again employ sub- agents, and the result is, that every one who reprc: 
sents an assurance company has an interest, not so much in effecting good busi- 
ness, as in the amount of business he does. From hence has grown up the 
litigation. A man in the humblest circumstances is induced, without any legiti- 
mate object, to assure his life, and he immediately goes round to all the public- 
houses ; and I have heard it proved, that a few hours after a man has effected a 
policy on his own life, he has sold it for a guinea and a hat. 

3187. Had he paid the premium? — Yes, and of course he got the premium 
returned ; the only advantage he derived from assuring his own life was, that he 
got the guinea and a new hat. 

3188. Mr. Cowan.'] What class of persons is it who pay for these things ? — 
People speculating in assurances ; we have at this moment a Limerick case before 
the House of Lords, arising out of an Irish life assurance. 

3189. Chairman.'] Does the person who purchases the policy generally pay 
the premiums? — He speculates that the life will not be a good one; they seem to 
take that for granted; in the case I have alluded to, the party speculated upon that. 

3190. Mr. Ball.'] Is it your opinion, from the existence of the great competi- 
tion you have described, and the desire of the agents to obtain business without 
being careful as to the nature of it, that the present state of the law is objec- 
tionable ; would you desire to see the English statutes extended to Ireland r — \ 
should desire to see all merely speculative assurances put an end to ; but I do not 
see how you can effectually provide against that by law; for instance, if you were 
to extend the 14th Geo. 3 to Ireland^ it would be a very ineffectual check. 

3191. Chairman.] You have stated that the offices in Ireland substitute for the 
statute in force here a clause in the policy to prevent third parties from assuring, 
unless they have an interest in the life? — Yes, 

3192. But is it not the fact that, from the great competition, policies are prac- 
tically issued without such a clause? — I think that is so in a great many in- 
stances; I am merely stating my impression now from experience in assurance litiga- 
tion. My own impression is, that the offices themselves too much encourage those 
assurances; they are not sufficiently careful, neither the office itself nor the agent ; 
they do not make the proper inquiries ; they trust to the probability of the policy 
being al)andoned after several premiums have been paid, if the life turns out to 
be a good one ; or they take the chance upon some question of misrepresentation, 
or otheiwise, of successfully defending the claim. That result is very frequent in 
the South of Ireland ; in fact, where a life has dropped, the company do not so 
much look back to what should have been done when they were efiectiog the 
assurance, as look round to see on what ground they can successfully defend an 
action. 

3193. Mr. C(W6Vzw.] Are these English offices to which you have referred ? — 
They are all English offices ; there were three Irish offices in Dublin, but now I 
believe there are only two. I am not aware whether there is one at Belfast ; there 
is no local company in Cork, Limerick, or Galway. 

3194. Mr. 
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3194. Mr. Ball.] So that the litigation has been coniined almost entirely, if j. D. FUzgetaid^ 
not quite, to policies issued by English offices ? — Yes; I have been 14 years on Esq., m.p. 

the Southern circuit, and- 1 have only been in one case in which an Irish cora- — 

pany was defendant, and ! have scarcely gone a circuit in which I have not had «7 June 1853. 
two or three cases of that kind. 

3195. Chairman.] Does not the practice of resisting claims in that way very 
Tnuch limit the amount of assurance business ? — I do not think it does ; there are 
some offices that will only effect a bondjide policy where the party has an interest 
in the life, and those who choose may go to those respectable offices who make 
inquiry at tlie time, and who do not look round for a defence afterwards ; that is 
the course I should adopt myself; but those who nmke speculative assurances 
depend on the disinclination of juries, if there be any defence, to give a verdict 
for an office. Juries are very much disinclined to find against the claim. 

3196. What is the result generally ? — A verdict aj^ainst the company. I believe 
I was the first to break the spell by getting a verdict for one office, viz., the Church 
of England. 

3197. That being the case, is it to the interest of offices to defend actions? — 
When they do they are almost uniformly defeated ; they generally succeed in 
compromising cases. There is a Bill before the House at present, which, if 
passed into a law, will make policies assignable in Ireland. One objection that is 
made to that Bill is, that it ought not to take place till the law is the same in 
both countries. 

3198. Do you happen to know whether those companies charge any higiier 
rates in Ireland on account of the uncertainty of human life, or rtie other circum- 
stances to which you have referred ? — I believe human life is just as well pro- 
tected in Ireland as it is in this country ; I have known this. 1 have occasionally 
myself, in leadinj; a particular case when addressinjx the jury, called attention to 
the fact that they charge higher premiums in Ireland than in England. I should 
state, also, with reference to an answer I have given as to the course pursued by 
offices ; I do not mean that it is so generally ; but I have known instances in 
which an assurance office found itself deceived, and immediately tendered the 
premium back, and refused to receive the premium in future. 

3199. Deceived in the representations that were made when the policy was 
efftcted? — Yes; false statements having been made originally. 

3200. Mr. Ball.] In the numerous cases that have come before you, has any 
instance occurred of a company refusing or failing to perform its engagements from 
insolvency ? — No ; in every case that I atn call to memory at present, where the party 
recovered, the amount was paid ; I do not recollect any instance the other way. 
I stated before, I could only recollect one instance in which a eoropany had be«n 
successful, viz.. The Church of England Company ; there was another case of a 
very singular nature, in which a company prosecuted with effect a party at Cork, for 
fraudubently effecting an assurance ; and I recollect the defendant was convicted, 
and he was fined 500/., and imprisoned for six months. But with reference to the 
statement which you have read to me, I wish to observe, that it is quite a mistake 
to say there is any defect in the administration of the law ; it is perfectly well 
administered, and exactly on the same principles as in England ; and the English 
authorities have equal authority with us. 

3261. Chairman.] Do you think it would be better upon the whole if the com- 
panies were relieved from the option of accepting assurances in cases where 
there is no interest in the lives, and the law made the same as in Englahd r — 
I certainly think that would afford some check, but not a sufficient one. 

3202. But at the present moment the competition is so great, that the option is 
seldom used? — Very seldom. 

3203. You know no reason why there should be a difference in the laws of the 
two countries ? — None at all. ^ 

3204. You think they should be assimilated r — I think they should be assimi- 
lated. I only say that I do not think that extending the statute of Geo. 3 to 
Ireland would sufficiently check, though it would in some degree impede the 
practice. 

3205. You are aware that in England the same practice prevails as to the mode 
of paying agents ?— I was not aware of thai. 

0.55. O o 4 3206. I believe 
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J. D. Fiizgefaldy 3206. I believe I am correct in stating that almost the universal practice of 
Esq., M.p. paying agents is by commission on the amount of premiums which they receive ^ 

then would you suggest any reason why those abuses should occur from that 

27 June 1853* practice in Ireland, when they do not seem to have occurred so much in England.? 
— No, I cannot at the present moment, my attention never having been called to 
it. I merely stated what I had myself heard proved by witnesses on oath. 

3207. Mr. Ball.'] Has the evidence you have heard gone to show that in those 
cases of wagering policies there was a medical examination, or any means takea 
to secure that the life should be a sound one ? — In all instances there is a medical 
examination. In one case I recollect, a case of some importance, it was suggested 
that the medical man was in league with the parties effecting the assurance ; but 
except that single case, as far as 1 could form a judgment, the medical man has 
performed his duty fairly and honestly, I have always observed myself that it 
was a very easy thing to deceive them where diseases did in fact exist, but did 
not exhibit themselves externally. 

3208. Mr. Chambers.] They were all cases, I suppose, where the lives dropped 
rather abruptly and unexpectedly ? — If the life continues for five or six years, the 
company do not dispute the claim, but if it drops within that time, they do. 

3209. Chairman.] Was there any evidence to show that those policies had 
been fraudulently effected at the suggestion of the medical man who happened 
to know the state of health of the person ? — No, in no instarite except in the 
one I alluded to ; it was discovered, and there was reason to think that the 
medical otficer of the company had received bribes to pass bad lives. 

3210. Did th^ inducement to particular persons to assure others' lives ever 
come out in evidence ; did they become aware that the life w as a bad one, or one 
that was likely to fall in ? — No ; my impression is, that in most instances the 
party is put forward to effect an assurance on his own life by some persons who 
think it will be a good speculation ; and then they repay him for his services ; give 
him a small sum of money to assign the policy. 

3211. Then he assures his life in the first instance, and then assigns the policy T 

—Yes. 

3212. Mr. Mullings.] So that, though it was effected for a fraudulent pur- 
pose, in law it was a good policy ? — ^Yes. 

3213. Chairman^ That is, in fact, the very thing that a man might do here ? 
—Just so. 

3214. Though the state of the law is different, it has been done through a 
mode which might have been equally practised here ? — Yes, unquestionably so. 

3215. Mr. Chambers.] Except that you cannot do it without the concurrence 
of the party ? — Yes ; the general practice is as I have stated. 

3216. Mr. BalL] You have known other cases in which policies were effected 
by third parties? — Yes; there are many instances in which a man effects a policy 
on the life of another person. 

3217. Mr. Freshjield.] Assuring his own life, he does not guard against a for-^ 
feiture of the policy by suicide ?— That, I apprehend, depends upon the contract -y 
upon what the condition of the policy may be. 

3218. The policy exempts the office from loss by suicide where a man assures 
his own life, not where it is assured by a third party ? — I am not aware how 
that is. 
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MEMBERS PRESENT. 

Mr. Wilson. I Mr. Cowan. 

Mr. Henley. | Mr. Muntz. 

JAMES WILSON, Esq., in the Chair. 



William Farr^ Esq., m.d., called in ; and Examined. 
3221. ChairmanJ] WHAT office do you hold? — I am at the head of the W^JVirr, Esq. 



M.D. 



Statistical Department, in the Registrar-general's Office. 

3222. Have you paid much attention to the construction of Life Tables, since , g 

it was considered by a Committee of the House advisable that information should ""^ ^^' 

be procured upon that subject? — Yes; in 1827 the Committee on the Laws 

respecting Friendly Societies^ called attention to the insufficiency of the data 

hitherto collected, and the contradictory nature of the several tables founded on 

such data. Adverting to which, the Registrar-general, in his first report, stated 

that it would be desirable to collect information as to the mortality prevailing 

in every part of the country, and to put it into a shape such as might be used 

in life offices and friendly societies, to assist them in determining their 

premiums. 

3223. Has that been done ? — ^That has been done by the formation of Life 
Tables^ first, on the census of 1841, and the deaths in 1841 ; and, secondly, on 
the deaths in the seven years,i 838-44 ; from which the premiums and values of 
annuities have been deduced for the public information. Some of these results 
were published in the Sixth Report of the Registrar-general. Others are now in 
preparation, and will appear in the Twelfth Report, which is now in the press. 

3224. Those will be in the shape of new tables, constructed by yourself? — 
Yes ; under my direction. 

3225. Have you any observations to oflFer with regard to the progress of Life 
Assurance Offices ? — On looking to the history of these societies, I see that the 
progress has been very rapid during the present century. Mr. Morgan, in his 
account of the Equitable, states that in 1779 there were but three offices, in 
addition to his own, viz., the Amicable, the Cor|ioration of the London Assurance, 
and the Royal Exchange. At the same time there were several widows' funds. 
Mr. Bailey^ an able writer on life assurance in 1810, mentions fifteen offices then 
in existence. In 1825, Mr. Babbage, in a very important work upon the subject, 
gives a list of thirty-two life offices as being the whole in existence at that time. 

3226. Mr. Henley.] Is that in the United Kingdom ? — Yes, I apprehend so ; 
I tliink the greater part of the Scotch offices, except the Widows' Fund and one or 
two others, have been established since that period. In some of the evidence 
before this Committee, I understand the number at present is stated at 180 : in 
other papers I have seen it stated at less. There has not only been an improve- 
ment in the quantity of business, but I think, from all accounts, even in the 
character of the business. Doctor Price described many of the societies which 
existed in his time for the relief of widows, or for the sale of annuities, as bubbles ; 
and speaks of them in a very depreciating manner. To call them "impositions 
on the public^ proceeding from ignorance, and supported by credulity and folly, 
is," he says, ** too gentle a censure." 

3227. At what time was that? — That was in 1769-1783; Doctor Price 
was one of the ablest writers on lite assurance, and one who has contributed 
more to place the science on a sound basis than any other. The business was 
also of a speculative kind then, more perhaps than it is now ; that is, lives were 
assured to cover debts, and not as a provision for families. 

3228. Chairman.] Are you able to inform the Committee whether those 
societies which are termed '* bubbles " by Doctor Price, proved to be so?— Yes; 
they failed to fulfil their engagements, and many of them were broken u[). 

0.55. P p ^ 3229. I suppose. 
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n\Farr,Isq. S^2g. I suppose, in those days the information was very imperfect for calcu- 

M.D. lations of premiums? — Yes ; that result arose partly from ignorance, and partly 

'Z7 ^ from fraud ; but chiefly from ignorance, I imagine. 

3230. The present number of offices you say is l8or — It is stated m the 
evidence, I believe, to be about 1 80. Mr* Neison, I think, enjiaged to give in a 
complete list, which perhaps will differ a little from that, but not very materially. 
He, I understand, makes the number of life insurance offices about 150. 

3231. To what do you attribute the great progress which has been made of 
late years in these societies? — Information has been accumulating on the subject, 
and the first experiments, particularly that made by the Equitable Society, were 
remarkably successful. The Government, also, I think, has not thrown any 
obstiuction in the way, but rather encouraged life assurance. Mr. Pitt's Income 
Tax Bill had a clause something like that, which has recently been introduced 
in the Income Tax Bill now before Parliament. 

3232. A clause exempting persons' incomes to the extent of the premiums paid 
on their life assurance? — Yes ; Mr. Pitt, in defending his Income Tax, in 1798, 
said, '' There is one case which, with a view to that class who are really willing to 
save for the benefit of those for whom they are bound to provide, makes some 
modification.. It is in favour of those who have recourse to that easy, certain, 
axid advantageous mode of providing for their families by assuring tlieir lives. 
In tlus Bill, as in the assessed taxes, a deduction is allowed for what is paid on 
this account.'* Mr. Pressley has been kind enough to give me the instruciion to the 
collector, which is to this effect : '' Persons making assurances on their own lives, 
or the lives oi their wives, may also deduct the amount of the premium of assurance 
for the current year." 

3233. Do you find, as a matter of fact, that that provision of the law did give 
much encouragement to the extension of life policies? — Life assurance made 
very rapid progress immediately alter that announcement of Mr. Pitt, and after 
that clause came into operation. For instance, the assurances of tlie Equitable 
Society, in 1792, amounted to three millions; in 1800, to 3,900,000/. ; and in 
1 809, to 8,024,000 /. 

3234* While in the ten years before that Act was passed, the business of that 
office had increased 900,000 /., it had increased nearly 4,000,000 /. during the 
succeeding ten years? — Yes. 

3235. Mr. Henleif.] Have you the amount before 1792?— Yes; in 178411 
was 720,000/., and in 1774, 230,000 /. I should say that in 1781 the Equitable 
adopted Dr. Price's Tables, and Mr. Morgan appears to have taken tJie manage- 
ment of the society in hand. 

3236. Is the increase, in the various periods you have naHied, regular, or does 
the per-centage of increase much vary ? — It goes on constantly increasing. 

32^7. In what ratio? — From 1792 to 1800 the increase is about one^third^ 
and in the next period the business of the society is doubled. 

3238. Have you formed any opinion how far that increase is at all relative, or 
otUearwise, to the increasing wealth of the country ? — I believe the wealth of the 
country did increase at the same time, and the activity of the country, and also 
the population. 

3239. Then perhaps the increase might not be wholly attributable to that 
cause ? — Not wholly : at the same time a great number of new life offices were 
ebtrtWished, and the Fire Insurance offices began to insure lives. 

3240. Had there been any indication to the public of the Urge profits that were 
then making by the Equitable? — Yes. 

3241. That might be an element also ?— Yes ; the admirable manner in which 
on the whole the business of assurance was conducted by the Equitable Society, and 
its great success, was no doubt an important element in establishing the assurance 
business of this country. 

3242. Chairman.] All you mean to say, with reference to Mr. Pitt's provision 
in the Income Tax Act is, that it was one of the many cau^ies which bmu^ht the 
uiatter more fully before the public mind, and induced greater attention to that 
particular mode of saving ?— Certainly ; the notice of the subject by a man of 
Mr. Pitt's eminence, and the recognition of it by the Government, aiil a great deal 
to advance the assurance business of the country. 

3243. Mr. Cowan.] Was there any restriction as to the amount of premiums, 
as compared with the actual income of the individual that was exempt under 
Mr. Pitt's plan? — The Act of 1806, 46 Geo. 3, c. 65, wiiich remained in force 

during 
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during the war, restricted the allowance to cases where the income was under *^« -f**^* ^q- 



JM.JI. 



150 /. That was after Mr. Pitt's measure had been in operation for some time. 

The allowance on account of children was also discontinued. ^o June 1853. 

3244. Chairman.^ Have you formed any opinion as to the general success of 
these offices? — My notion is, from all I can see, havmg examined most of the 
reports, and looked a little into the subject as far as the very imperfect data at 
our disposal will allow, that the general business of assurance in the country ii 
sound. 

3245. Do you consider, as a scientific person, that the experience of the country 
is sufficiently old and mature to come to an opinion upon that point? — No; I 
think we have no data to enable any one to determine positively the condition 
of more than a few offices. I speak merely of the general impression 1 have 
as to the character of the persons who are engaged in the companies, And the 
manner in which the business is conducted. The premiums, for instance, are 
sufficient to cover the risks in nearly all cases; some of the offices appear to be 
doing business on very low premiums ; but there is nothing on the face of the pros- 
pectuses and papers of the greater part of the companies to indicate that the 
business is unsound. 

3246. Is it your opinion that, provided the principles professed to be followed 
are honestly and fairly carried out, all the experience of the past, so far as it 
enables you to judge at all, would lead to the conclusion that the principles are 
sound, and that the ultimate result will be satisfactory to the public ? — In the 
great majority of cases that is my in)pression, 

3247. Mr. Henley.'] I think you stated that there are no data to enable you to 
come to a conclusion as to the general soundness of the offices ? — No conclusive 
data. 

3248. Except in the case of two or three offices? — A certain number of offices, 

3249. In those certain number of offices you have given facts and given results 
which enable you to come to a more certain conclusion? — Yes; the Equitable, I 
consider, is one. 

32.'>o. In that case the rate of premiums paid is known?— Yes. 

3251. The rate of increase of profit, which has been made beyond the sum 
assured, is also known ?— Yes. 

3252. Those are certain data to calculate, in some degree, if not with perfect 
accuracy, the state of things where a less amotmt of premium is paid?— Yes; the 
Equitable has published a form of account, which enables you to determine 
exactly the conoilion of that office. 

3253. Then the same data would be applicable to any office whose premtmns 
are not subject to a greater deduction tlian is shown in their published tables? -- 
The other offices do not give you all the data which you require. No other Hife 
office has followed the excellent example of the Equitable. 

3254. But I understand vou to say that tlie Equitable publish tables which 
show the amount of profit which has been mude beyond the sum assured ?— Not 
tables, but accounts, showing their exact position, the value of their liabilities, and 
the value of their assets. 

3255. The result of those accounts would be to enable parties to form a pretty* 
nearly accurate judgment, whether the rate of premium which they require is in 
excess or not of what is necessar}' to secure the payment of the sum assured ? — 
Clearly. 

3256. And the profit made would be somewhat in the measure of that excess, 
would it not? — The whole subject of the finance of life assurance is complicated 
by bonuses and other engagements which the societies nrake, in determining how 
the supposed surplus shall be disposed of. 

3257. But assuming that the Equitable accounts are intelligible and plain, the 
amount of profit shown there, over and above the payment of the sum assured, 
would, if not perfectly, to a very great extent, show the measure of the premiums 
which had been taken in excess of what was necessary to secure the sum assured? 
— Yes ; the premiums are notoriously overstated by the Northampton Tables. 

32.58. Thty would afford you data, at least, to judge whether the rates of 
premiums takrn by other offices were or not on a sound basis? — ^Yes, and we 
have other data ; the English tables to which I have referred enable us to see 
whether the premiums are or are not sufficient. 

3259. Then the public have also that security, besides which it has a consider- 
able amount of data to be found on the accounts r — Yes. 

0.55. p p 2 3260. Chairman.'\ 
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JF. Farr, Esq. 3260. Chairman.'] I think you have told us that the Equitable have formed 

^'P« a new scale of premiums, which, in their opinion, it would have been safe for 

~' " them to have taken to have made their calculations secure, without profit ? — 

30 une 1853, ijjj^y y^^y^ constructed a life table, and they have given the premiums derivable 

from that table ; they differ very little from those given by other tables. 

3261. Independent of the premiums, would not other very important elements 
of management enter into the calculation, viz., the selection of lives, the amount 
of business the office could obtain, the general expenditure, and the rate at which 
they could employ their money ?— Yes, the amount of business, the expenses, and 
the rate of interest. 

3262. Would not those amounts be as important as the rates of premiums 
charged ? — Yes. 

3263. And therefore unless you had the whole of those accounts put together, 
you could not come to any accurate determination as to the condition on which it 
would be safe to conduct the business? — You require full statements of the whole 
of those elements in the account returned. 

3264. Mr. Henley. "] The interest of money must be matter of estimate ; no 
man can tell what it would be for the future ? — It is generally taken at three per 
cent* as a safe estimate. 

3265. Chairman.] What prospect do you think there is of an increase 
of assurance business ? — I think assurance business very probably will increase, 
both from the rate of progress hitherto, and from the fact that a great number of 
lives are uninsured ; I think, also, there will be a tendency, probably, to assure at 
an earlier age, and that itself will make an enormous difference. If people began 
assuring at the age of 25, instead of 35, which is now the common age, it would 
nearly double the assurance business of the country. The clause in the Income 
Tax Act will, also, I think, act as a bounty on life assurance, and in that way 
will tend considerably to increase the premiums ; for that portion of income will 
escape taxation. 

3266. Has your attention been called much to the law of 1844, requiring the 
registration of these companies? — It has not been particularly called to the 
operation of that law ; I have not had any special opportunities of observing its 
operation. 

3267. Have you formed any opinion as to the defects in the law ? — ^It appears 
to. me that the returns under it might be very easily improved in character, so as 
to give all the information that is required to euable competent persons to decide 
whether the offices are in a sound state or otherwise. 

3268. What would you suggest as the kind of information that is necessary for 
that purpose in the form of account or return r — ^The form of return which Mr. 
Ansell gave in, and which had been given in by Mr. Morgan before the Committee 
of 1 844, would enable any one to determine the precise state of the society : I think 
the office should give the amount of assurances at each age, the premiums which 
the persons so assured engaged to pay : the return might also, very well, give the 
number of members admitted in the year, the number on the books of the society^ 
the number of deaths during the year, the amount of capital invested, distin- 

tguishing the mode of investment, not very minutely, but in certain groups; the 
interest returned by that capital, and the payments upon deaths. 

3269. Generally such a statement as has alreacly been furnished to the Com- 
mittee f — Generally such a statement* 

3270. Would you prefer a general statement of that kind to any attempt to 
furnish a debtor and creditor account? — I should prefer a statement of that 
kind ; and allow societies to send, in their own way, what they call a balance- 
sheet, in addition. 

3271. Made out in their own way? — Yes; such a statement of their affairs as 
they draw up for the use of the directors or proprietors. 

3272. Do you see any distinction between assurance companies and other 
businesses, which would justify the Government in requiring that that kind of 
account should be given with regard to assurance companies, when they do not 
require it with regard to other businesses ? —Yes ; there is an essential difference 
between these accounts; for instance, the ordinary balance-sheet, in the most 
correct form published, does not enable anyone, however competent, to decide 
on the state of an assurance society : the auditors' reports again leave the solvency 
of these societies quite an open question. The auditors, as ordinary accountants, 
are not competent to give a real valuation of the liabilities or assets of these 

societies. 
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-societies. I hand in a table, showing the state of a society which is supposed to 
be formed by 291 persons entering at the age of 35. You will observe, that for 
more than 35 years, tlie income derivable from premiums alone does more 
than pay tiie demands made on the society's funds, from the falling in of deaths, 
so that an assurance society may destroy the whole of its capital, which should 
amount to about a million in less than forty years, and yet its income would more 
than equal its outgoings ; and that is not in a large society. 

3273. You mean that an assurance society may go on, and invest no capital 
whatever from year to year, and yet have a sufficient annual income to cover the 
probable annual demands upon its funds ? — ^Yes ; after that time the payments on 
<leaths greatly exceed the premiums ; and it would, therefore require the interest of 
the invested capital in addition to the premiums, to meet the outgoings. That 
is a state of things totally different from the course of ordinary commercial 
•concerns. The business of assurance may be conducted so as to bring it nearly 
into the shape of an ordinary mercantile account. It is so conducted in the 
•case of fire and ship insurance. If the premium is made sufficient only to cover 
the risk for a year, it would be an ordinary account ; at the end of the year an 
office would at once have an opportunity of seeing whether it had sufficient in 
hand to meet the claims on the fund. But that is not the way in which the 
assurance business of the country is carried on ; it is nearly all carried on by 
uniform premiums, and the consequence is, that in the early period of an assurance 
office, the premium is more than doubly sufficient to cover the risk ; so that a 
<:ertain amount of the premium has to be set aside, that it may form a fund, the 
interest upon which, with the premiums in the later years of life, may pay for the 
«issurance. 

3274. Would it be somewhat analogous to this : a man, going to insure a ship 
on her first coming out of dock, and being classed as A 1 , would pay, for an in- 
surance for a single year, a very low rate of premium, and at the end of 10 years 
he would pay a higher rate of premium, if she were insurable at all ; whereas, if 
iie meant to insure the ship when she came out of dock for 30 years at an average 
premium for the whole period, the premium paid each year during the whole of 
that period would be more than enough for the first year ? — Certainly. 

3275. Therefore here the company puts aside, from the premium which would 
be necessary to insure against an ordinary risk for a single year, a sum sufficient 
to make up the deficiency in the fund analogous to what it would be for insuring 
a ship for a single year ?— Exactly. 

3276. Will you put in that table? 

[The same is delivered in^ as follows ;] 
VIEW of the Proorbss of a Lifb Office. 



YEAR. 


Annual Premiam. 


Paymentt on Deatht. 


Ekcms of Income 
from 


STOCK. 




£ 


£. 


£. 


£. 


- - - 


2,910 


. 


2,910 


2,910 


1 - - 


6,790 


1,276 


4,616 


7,612 


10 • - - 


30,200 


14,484 


16,716 


119,960* 


20 - - - 


53,640 


32,802 


20^838 


380,058 


30 - - . 


72,100 


67,610 


14,690 
defect 


730,918 


40 - - - 


83,630 


90,312 


— 6,782 


1,031,077 


50 • - - 


87,750 


116,298 


— 28,648 


1,167,276 


60 • - - 


88,330 


123,640 


-36,210 


1,189,700 


Ultimate state 


88,340 


123,670 


— 36,330 


1,177,667 



Note. — It is sssumed that 291 persons enter the society every year at the age of 36, and 
'for equal annual premiums of 10 /. insure 426 /. 

The Table may be read thus : a society so conslituted would, in the 30th year, receive 
72,100/. in premiums, pay 67,510/. on deaths; it should have 730,918/. under investment* 
In the 60th year the annual premiums (87,760/.) would be exceeded by the payments on 
deatlis (116,298/.) 10 the extent of 28,648/., which would be more than balanced by the 
merest of the stock, 1,167,276 /. invested at 3 per cent, interest. 

0.55. p p 3 3277. Then 



W. Tarry Esq. 

M.P. 
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fV. Farr, Esq. 3277- Then you show by that table that the accumulation of capital is as 

M.D. essential element in a life assurance office ? — Clearly ; the ordinary balance-sheet 

' — " therefore presents a very fallacious appearance to persons .not acquainted with 

30 June 1853. ^j^Q^ £g^j ^ ^j^g income does and ought for many years greatly to exceed the out- 
goings. 

3278. Then again, I suppose that it follows as a matter of course that a great 
deal must depend on the ages of the persons assured, the same as it wx)uld 
depend on the particular period at which the account was taken with reference to 
a ship insurance, as to the amount of capital which different offices ought to hold 
at particular periods for the existing demands, if they take the lives at different 
ages the amount they ought lo hold would be quite different? — It would be diffe- 
rent in amount ; but the principle is the same in all cases. 

3279. Therefore any account which could show the state of the office ought to 
have reference to the average period <)f the lives they have assured at that 
particular period ? — Yes ; the account ought to show the exact amount assured 
on the lives at each age. Another peculiarity in the finance of these offices is 
that they are constantly seeking investments for their money ; the interest on 
their capital is paid in money, and their prennunis are paid in money^ so that 
they have never to dispose of securities ; they are not driven to sell Consols or 
any securities they may possess at a disadvantage, unless the society is rapidly 
declining. 

3280. Mr. Henley.^ You have been asked, with reference to these offices^ 
whether you think there is any reason why tbey should be put upon a different 
footing as to accounts from other societies under the registration which they 
enjoy, because I suppose it may be assumed that registration is a privilege^ inasmuch 
as they get incorporation under certain limitations? — It appears to me it most be 
an advantage rather than otherwise. 

3281. The commercial nature of an assurance company is this, that they not 
only get incorporation, but tbey are enabled by the tern)s of their policies to 
limit the risk in the way in which other incorporations under the registration law 
cannot limit themselves? — Yes; in mutual offices. 

3282. In a mere joint stock compaay for carrying on any other eanoern, the 
propiietors h«<ve no other means, without an Act of Parliament, of limiting their 
personal responsibility ?-r-No. 

3283. An assurauce eompany can, by the form of the policy to the party 
assured, limit the responsibility of the members to tbe amount of their shares? — 
I am not versed in legal matters, but I understand the sharelu>lders are always 
liable. 

3284. Is it not a common condition in these poli<:ies that the parties who pay 
the preujiums shall only have the particular remedy specified in the policy ? — 
Such a condition is frequently inserted in the policy 

3285. It is, in truth, a special contract which the party enters into? — Yes. 

3286. Has it been held that that is of no avail ? — In the case of Hallelt and 
others v. Dowdall, 21 Law Journal, N. S., page 98, Q. B., the law as to the 
liabilities of shareholders in an assurance company is, I am informed; very accu- 
rately defined in the judgment delivered by the Judges in Error ; and it appears 
that partners or shareholders may legally stipulate amongst themselves that each 
one shall be responsible only to the amount subscribed for by him, and that 
where any person accepts a policy with notice of this fact, he can only recover 
from the shareholders the amount of their shares that may happen to be unpaid ; 
but where a party has no such notice each shareholder would be subject to 
unrestricted liability. On this ground, therefore, the insertion in a policy of the 
following clause would restrict the liability of the shareholders ; but unless it 
appears on the face of the policy the case will be entirely different. This is the 
clause in question from a deed of settlement: '*That the capital and funds of 
the said society, for the time being undisposed of according to the deed of settle- 
ment, shall alone he answerable for any claims under such policy, decuritVy or 
contract; and that no director or member of the said society shall, upon any 
account or pretence whatever, be subject or liable to any demand in respect of 
such fiolicy, security, or contract, further than to pay to the funds of the society 
the full amount of his obligation for the time being, in respect of his share or 
shares in the capital stock of the society." Such a clause is inserted, I under- 
stand, in may policies ; which therefore give no right of recovery from the 
individual proprietors of insolvent life offices. 

3287. In 
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3287. In your judgment, one of the elements in the increase of business in these W.Farr, E?q. 
companies was the inducement held out by Government in giving that reh'ef from ^-i*' 
the payment of income-tax ? — Yes. " 

3288. If that be continued without any restriction as to amount of income, that ^^ ^""® ^^^^' 
will be another boon conferred upon these oflScesby the Government? — Yes. 

3289. That, therefore, would be a reason why the Government should have the 
right 10 put them under reasonable restrictions as to the mode in which they con- 
duct their bastness? — That is a very fair inference; I think those restrictions 
should be carried no further, however, than would be really advantageous to the 
life offices themselves. No one can be more interested than they are that the 
assurance business of the country should be conducted on proper and sound 
principles. 

3290. That would be a boon and advantage too, would it not, over and above 
all the other advantages they enjoy from registration ? — Certainly; it is a direct 
bounty on life insurance. 

3291. Chairman^ How many classes of assurance offices are there? — As- 
surance societies are generally divided into three classes, viz. ; proprietary, 
mutual, and mixed life offices. A proprietary society assures life at so much per 
cent, per annum; any profits that may accrue from the transactions are divided 
among the shareholders as they are in any other company. A person who assures 
his life has merely to look at the premiums; and he will naturally, all other things 
being equal, assure in an office where the premium is lowest; but at present the 
proprietary offices have no means of making it evident to the public that they 
shall be able to fulfil their engagements at the very distant periods to which 
payments on policies may extend. It would no doubt greatly assist them in 
establishing that, if they could make sucli a return as would satisfy persons 
conversant with the subject of their ability to meet their engagements. 

3292. You think it would be to the advantage of those offices to be compelled 
to make a return? — I think it would, as at present they have no satisfactory 
means of establishing their ability to meet their engagements. The greater number 
of those offices publish no accounts which show that satisfactorily. 

3293. Is tl^re much increase of business among the lower classes; what is 
called a third-class business ? — I believe that there is ; some recent offices have 
pushed business in all directions, and more among the lower classes, or the lower 
orders of the middle classes, than the old offices did. It is evident, however, that 
the working classes do not insare their lives to any extent. I will just mention, ia 
connexion with this, that in a paper I gave in before the Income Tax Coinmiltee, it 
appeared that about 175,000,000/. per annum of income is enjoyed by persons 
having 200 /. ayear and upwards, and apparently about the same income is enjoyed 
by persons who have from 20 /. to 200/. per annum of income; so that you have 
236,000 persons enjoying an income of 175,000,000/., and about 3,200,000 or 
rather more, enjoying incomes of from 20 /. up to 200 /• ; consequently, if all this 
large class is to be brought within the scope of life assurance operations, you 
will have to deal with a greater number of persons in order to do the same 
amount of business ; and that certainly is a direction in which it would be very 
desirable that the assurance business of the country should be pressed. 

3294. Then so far as the more modern offices have exhibited greater activity 
and energy in extending the advantaj^'es of life assurance to the lower, and lower- 
middle classes, they have been of great advantage to the country ? — Certainly. 

3295. And that you would conceive to be one of the results of increased com* 
petition ? — I think so. 

3296. You have stated that if the same extent of business is to be done with 
the lower classes, where the amount is very small, in tlie proportion of 236,000 
to 3,200,000 of persons, havf: you formed any opinion as to the fact whetlier the 
same premiums could safely be charged for that class of business, that can clearly 
be i^fely charged upon the higher class? — My impression is, that you may very 
safely use the national life tables lor all these purposes, if the usual care in the 
selection of lives is exercised. I am persuaded that the mortality will nut exceed 
that indicated by tbocse tables* 

3297. Would not the expenditure in one case greatly exceed the expenditure 
in the other?— Yes; as you would have to deal with a greater nnniber of persons 
the expense would necessarily be greater, the accounts would be more elaborate, 
and more clerks would necessarily be employed. I heard it stated the other day. 

0.55. P p 4 ^^^^* 



Digitized by 



Google 



304 MINUTES OF EVIDENCE TAKEN BEFORE THE 

W. Farff Esq. that there were countervailing circumstances. I can only think of one which 
^'^' would give the offices that deal with the lower classes a profit ; that is, the number 

30 June x85a, ^^ lapsed policies. I conceive that if assurance offices are very active, and induce 
many persons to assure who are not quite certahi they will be able, or who, in 
fact, will be unable to continue to pay the premiums through all circumstances^ 
many policies would necessarily lapse ; and by a great number of policies lapsing 
this lower class of assurance offices would very likely realise a profit more than 
sufficient to pay for the trouble that they had in getting the assurances. 

3298. You think that if a great number of working men were to assure their 
lives, the consequence would be that, during times of severe pressure and want of 
employment, they would be compelled to allow their policies to lapse r — That 
would be the case, I think, with the lower class of tradesmen, and a great number 
of the working classes. 

3299. That, you think, is the only circumstance that would apply to counter- 
vail the additional expense of conducting assurances on low sums with numerous 
risks, as compared with hij^her sums and larger risks r — Yes ; there would be some 
advantages also in dealing with large numbers, inasmuch as you would have fewer 
fluctuations probably ; your results would come nearer the average, as you would 
deal with such large numbers ; I mean the results of those assuranceb for small 
sums. 

3300. Mr. CowanJ] What is the lowest sum you are aware of which has been 
taken by any office hitherto ? — I am not aware how low they have gone ; but, I 
believe, to very low sums. 

3301. Mr. Henley.^ You have stated that 3,200,000 persons enjoy incomes of 
from 20 /. to 200 /. ? — My numbers are 3,200,000 with incomes of from 20 /. to 
200/. 

3302. That, of course, includes the wages of labour ? — Yes. 

3303. You have stated that a considerable advantage to offices who assure small 
sums to make up for the additional expense would be the lapse of policies ? — Yes; 
I can conceive that that would operate. 

3304. Are not policies sold ? — Yes. 

3305. Would there be any greater difficulty in a poor man selling his policy than 
a rich man ? — I believe that policies are sold if they have been in existence a certain 
time ; two or three years, perhaps ; but they are never sold of course for the full 
tabular value. A man in leaving an office has this advantage, that he exercises a 
certain option in this way : if he is in ill-health, he continues attached to the 
office ; he only leaves the office if he is in good health ; consequently, it gives the 
office an advantage, and raises the state of health if the members continue in all 
cases attached to the society. 

3306. Putting aside any disturbing cause of that kind, viz.. ill-health, what I under- 
stand you to say is, that, among a lower class of assurers, they would be less likely 
to have the means of continuing policies than among the larger assurers ? — Yes. 

3307. But if a man found himself, fromwhatevercause,unable to continue the pay- 
ment, or if it was inconvenient to do so, he has now the option of either carrying 
his policy to the office knowing that they will buy it, and ascertain at what price 
they will take it, or he may take it into the public market and sell it ? — Yes. 

3308. That is frequently and constantly done? — Yes. 

3309. Unless the policy is of so recent a date as to be worth nothing in the mar- 
ket or to the office, the assurer does not let it lapse? — He gets a consideration- 
for it. 

3310. Is there any reason why persons assuring small sums may not take the 
same courser — No; but they never get the tabular value for policies; they get. 
about a third of ti)e premiums, while one half is the real value. 

331 1. Of course persons who purchase such things expect to get a profit upon 
them : — Yes ; and there is a good deal of trouble attending it, because if a ujan 
purchases a policy he has to pay the premiums until the life expires. 

3312. There is no reason in your mind why, jt>ro raid^ a different class of per- 
sons should not be entitled to the same advantages which now are obtained by 
those who do assure ? — No reason whatever. 

3313. At present, in the case of policies entered into to secure sums of money 
lent, the money being paid at a certain period, the policies very frequently lapse, 
do they not ? — Yes. 

3314. In your jiidjiment is that class of business more or less likely to be in a. 
proportionate amount among a loner class of assurers? — I am not aware ; 1 am. 

afraid 
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afraid they might avail themselves of that method of raising money as well as the w. Tarr, £s(v 
higher classes ; more perhaps than is desirable. h. d. 

3315. Chairman^ Independent of any regulation the Government might impose 7^ 
by Act of Parliament upon the management of offices of this kind, does it strike ?^ ^^® *^^ 
you that there is much which the offices might do themselves to make such im- 
provements in their practice as to make them more secure and satisfactory ? — It 

does; I conceive there are many circumstances which have prevented the progress 
of life assurance in the country; none more than the use of an erroneous table, 
viz., the Northampton Table. That, nith many of the old offices, has acted very 
unfairly, as it has the effect of making the premiums in the early period of life 
much larger than they ought to be, and distributing the surplus payment among 
the members unfairly. That is a thing which I think the offices themselves may 
correct. 

3316. That has been rectified to a certain extent amongst many of the offices? 
— Yes, very much to their credit ; many of the old offices are now using correct 
tables, and I trust the others will follow their example. Another binderance is, that 
the public have not that confidence in offices generally which I conceive they 
ought to have, and which they certainly would have if all the offices published an 
explicit statement of their affairs, such as would at once show that they are in a 
sound state. 

33 1 7. You think it is to the interest of an office to do so r — ^I have no doubt that 
it is. Those cases of fraudulent offices, such as were mentioned by a «i*itness the 
other day, if the number were extended, would no doubt sometime or other bring 
assurance offices in general into discredit, and shake the public confidence in 
the Mhole of the institutions. 

3318. Are you not of opinion that every bond fide and respectable company is 
deeply interested in preventing the jtetting up of fraudulent offices, which bring 
discredit on the system altogether ? — I have no doubt of it ; from the very nature 
of the business^, and the mode of carrying it on, it is evident that the public would 
only discover the most serious insolvency after the lapse of a considerable 
numi er of years; it is therefore particularly desirable that some means should 
be laid down for enabling all offices to show every year that they are in a sound 
condition. 

3319. Is it to the interest of all those offices who are conducting their business 
on legitimate terms, that such accounts should be published to expose their com- 
petitors who may be conducting their business on obviously illegitimate principles? 
— ^Yes ; it woufd enable all offices, I think, to compete on fair terms. If the tables 
ihey use in their valuations were known, and if their profits were exhibited in the 
same manner, one company would not be able to make unfair statements to its 
own advantage, and to the injury of its rivals. 

3320. Do you see any means by which the Legislature could assist these com- 
panies to remedy any of these evils ? — 1 ihink the Grovernment cannot undertake 
to audit the accounts of these 150 or 180 offices; it is out of the question 
that the Government should undertake that responsibility. I think the actuaries 
who are connected with a great number of the offices do themselves keep an 
account which is quite correct. They may diffijr very probably in opinion upon 
some minor points ; but that account, if rendered public by gentleuien of charac* 
ter, such as they are, both of scientific character and moral character, would 
be perfectly satisfactory. Government, 1 think, should not interfere so as to take 
any responsibility at all, not even to publish the returns so as to guarantee their 
accuracy. I thmk they should be sijined by tlie actuary, and by the chair- 
man of the board of directors, who on the face of the return should be staled to 
be alone responsible for their accuracy. At the same time, I think that the 
Governmeni, who undertake to receive these returns, should have some means of 
testing their accuracy. 

3321. In case of suspicion ?— Yes ; some power might very well be given, per- 
haps to the President of the Board of Trade in certain cases, to send down an 
actuary to look over the accounts and ascertain their accuracy, so far as the 
return itself extends ; I think that would have a very saluiary effect in prevent- 
ing fraud. 

3322. Do you mean similar to the sysiem adopted in the State of New York ? 
— In respect of banks in the State of New York, they use very stringent measures 
indeed to ascertain the accuracy of the returns made to the comptroller. 

3323. And also with regard to assurance offices, have they not the power ta 
0.55. a Q send 
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W. Farr^ Esq. »nd in an actaary to look over the accounts ? — I am not awarp that they have 
M.D. with reference to assurance societies. The comptroller has, in all cases, the 

~ power to send down an order to investigate the accounts of the banks, and he pub- 

30 June 1853. lishes the result of his inquiries, the banks paying the expense. 

3324. Is that done by the officer of the Government in each case from its own 
desire, or is it at the express wish of any portion of the proprietors ? — I apprehend 
that it is done by the comptroller, the person who receives and collects the returns. 

3325. If he is not satisfied, he is authorised to make a further investigation ? — 
Yes. 

3326. Have you considered the importance of the use of a paid-up capital ia 
the case of assurance offices ? — From some suggestions I have heard made, 1 have 
thought a good deal upon that subject, but I confess I have not come to a very 
satisfactory conclusion. There have been assurance societies started with a very 
small capital. Mr. Morgan says of the Equitable that it began with no capital 
at all ; ihat " it was begun in obscurity, without any capital, and formed on the nar- 
rowest scale;'* but it was carried on by persons of great integrity. It was taken 
up by Dr. Price, and in that way, and by limiting its expenditure, it acquired the 
public confidence. I conceive it is now quite possible to establish a mutual office 
without much capital ; but as these offices carry on their business, certainly some 
capital is absolutely indispensable. I conceive that the premiums ought nut to be 
expended in establishing an office, as it must now be a very speculative attempt 
in many instances. 

3327. You think any extraordinary expense in the commencement of the 
office, k>T the purpose of obtaining business, should be furnished from capital, and 
not from the premiums received from the parties assured? — Clearly, from an 
extraneous source ; the parties who advance that capital, advancing it at risk, 
should of course be amply repaid when the state of the society admits of it. 

3328. From the profits of the society at a future time ?— Yes ; but the surpluses 
in a mutual society arise in a way which, 1 think, does not entitle them to be called 
profits. There is a charge upon the premium : say 10/. a year, is the premium 
which would assure a given sum ; instead of 10/., 13/. is charged; the 3 /. is 
paid with the premium as long as the man continues in connexion with the office ; 
so that a person who assures Lis life in a mutual office is really a sharehokier, 
who engages to pay what is stipulated as the annual call so long as he remains 
connected with lW office, and the office engages to return that capital at certain 
stated intervals, the longest of which is the man's death ; it is terminated by the 
man's death. But that is not fairly to be considered profit ; the profit, I conceive^ 
arises from the interest realised, exceeding, we will say, three per cent., at which 
the tables, are calculated : offices frequently make four per cent, and all above three 
per cent, is profit. There is another source of ptx>fit ; the nwwtality is lower 
than the mortality table, through the selection of lives. That is the result of the 
selection of lives, and that is fairly profit. The profit I mean arises also from 
other circumstances ; there are other sources of profit. The excess over the net 
premium, or the charge upon the premium, is really a contribution by the policy 
holder to the funds of the society. 

3329. Still it is a contribution which would be liable to any extraordinary 
demand if it happened in the meantime ? — Yes, to enable the society to carry on 
its business. 

3330. As a test of the hondjide intentions of parties commencing assurance otiices, 
should you consider the payment of a moderate capital advisable, not with a view to 
meet the liabilities of the company in future, because it is obvious that unless the 
premiums can do that, the company will not be on a sound basis? — Yes. 

3331. As a test of the b(mdjide intentions of the company at starting, you think 
a moderate paid-up capital would be advisable ? — I think it would ; if it was im^. 
to a large extent, I conceive it would not interfere in preventing the establishroenl 
of any offices which it would be desirable should be established in the country. 

3332. Do you think, if it had been necessary for the promoters to provide a 
paid-up capital of 1 0,000 /•, any of those fraudulent offices which have been 
detailed before the Committee would have existed ? — ^Very likely those offices 
would not have existed, but I am afraid to say that it would entirely prevent 
fraud. 

3333* If not entirely prevent fraud, it would be a great check upon the exist- 
ence ot fraudulent offices who try to get business under the profession of beii^ 
fully registered under the Act of Parliament ? — Yes ; I think if there was a peti- 
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lion to the Board of Trade, as in the case of banks, and inquiries made into the ^- ^(^^ E^ 
character of the parties, it would generally be discovered whether they were *''°' 

going to establish the office on a proper or sound basis, or whether it was merely 30 June 1853. 
concocted as a fraud. 

3334. Are you aware that, besides the requirements for establishing a bank, the 
law prescribes further things to be done, viz., that a certain amount of capital 
should be subscribed in shares, limited to a certain amount ; that a certain portion 
af that capital must be absolutely paid up, and certain other conditions under the 
Act must be complied with : and on those conditions being complied with, the 
Board of Trade have nothing further to do but grant a cfacurter of incorporation ? 
— 1 am aware that if those conditions are complied with, the Board of Trade may 
grant a charter ; but I was not aware that they were deprived of all discretion. 

3335- Are you not aware that the Joint Stock Bank Act, as far as regards this 
country, docs not give limited liability, but simply incorporates a body of nien, 
and enables them to carry on business, suing and being sued in the way they are 
prescribed ; that is, it enables any person to obtain such a charter of incorporation 
on complying with the conditions which the Act lays down, the chief of which is 
the absolute payment up of a portion of its subscribed capital ? — ^The whole capital 
is to be subscribed in the case of banks, and I believe half paid up ; 100/. shares 
with 50/. paid up before they commence operations ; but I understand there is still 
a discretion in the Board of Trade whether the petition shall be granted or not. 

3336. Does it not occur to you that it would be extremely difficult for any 
department to be invested with the responsibility of inquiring into the respects- 
ability, or the motiyes of persons in establishing such businesses, and that the 

Eymeut of a certain amount of capital which would prevent any great risk, would 
a much safer test of the hotiA Jide intentions of the parties than any possible 
inquiry into their private motives and objects could be? — I should not desire to 
prevent persons wishing to act with perfect integrity, and yet who perhaps 
have not a great deal of capital, from establishing assurance societies on the mutual 
principle. You have at present between 20,000 and and 30,000 friendly societies ; 
those societies assure against sickness and death, and they grant annuities ; on the 
other hand, you have the large assurance societies ; and again you may have inter- 
mediate societies, and those possibly may be carried on, and carried on with 
advantage, by persons of small capital, whom, if they were known to be persons of 
integrity, which I think could be ascertained, I should not wish to deprive of 
the power of commencing assurance societies, 

3337. You would be afraid of limiting the operation of that principle by re- 
strictions which would be too tight for such intermediate societies to comply with ? 
— Certainly. 

3338. Mr. Henley.'] Do you con6ne your observation to mutual societies? — ^Yes. 

3339. Chairman.'] Proprietary companies must necessarily have capital ? — 
Yes; but I conceive that mutual societies carried on with great economy might be 
successful. 

3340. Against the advantage which you would anticipate from many individuals 
forming themselves into small associations, would there not be a considerable dis- 
vantage, without any ill-intention at all, but with perfectly good intentions, from 
the absence of a sufficient amount of knowledge arid intelligence to conduct such 
small societies as you have referred to ; and, consequently, would it not be better 
that these societies should exist in large masses where the establishments would be 
considerably greater, and where the ability to conduct them would be proportion- 
ably greater, although perhaps there might be equal honesty with regard to the 
small societies ; but upon tl)e whole, where the atifairs of the office would be more 
easily arrived at, and more satisfactorily ascertained by the public, than where 
the business is divided into small associations, which are rather calculated to 
defeat the object than to operate beneficially ? — I am certainly of opinion that the 
insurance business of the country would be best carried on in a large way, for many 
reasons ; I have no doubt from their skill and capital, and acting in masses, the 
large societies could carry on the business of the country better than a number of 
small isolated societies ; but if you propose to legislate to prevent the formation 
of these small societies, it is then I feel some hesitation. 

3341. Supposing people were in this dilemma, that they must choose between 
two evils ; viz., that either they must run a certain risk in limitmg the operation 
of an advantageous principle by its extension in small societies, such as you have 
described, or run the risk of having fraudulent societies established on either a 
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W. Tarty Eaq. large or a small basis ; which do you think, for tlie sake of the principle itself, 

M. D. and its extension, would be the most likely to be advantageous to the public ; viz., 

~~ 7~ whether a restriction such as I have adverted to, which might interfere with 

30 une 1 53. ^jj^ establishment of small local societies, or a restriction which would prevent 

fraudulent societies imposing on. the public to a great extent, thereby bringing 

the whole system into disrepute ? Which of these two restrictions do you think 

would be least objectionable ? — I am quite of opinion that you cannot continue to 

register as assurance companies any parties who choose to go to the Registrar and 

request that their society may be registered ; you must have some preliminary 

inquiry, or some other precaution must be taken, such as has been adverted to in 

the shape of paid-up capital. I quite agree with those witnesses who have stated 

that registration, as at present carried on, does not prevent fraud ; but, on the 

contrary, that it lends to it some facilities, 

3342. Would it not be a very difficult power to intrust to the Registrar, to 
inquire all over the country as to the individual characters of those proposing 
to establish assurance companies, and upon that inquiry granting such a certifi- 
cate ? — I think it should be referred to the President of trie Board of Trade, or 
some influential member of the Government who is in Parliament, and should be 
responsible there for any interference with individual liberty which he might think 
himself authorised to adopt. 

3343* I)o you not think that would throw greater responsibility on the 
Government than the mere requirement of a paid-up capital, which they would 
all understand? — It is a responsibility from which the Government should not 
shrink. People might find the means to comply with that condition of finding a 
small paid-up capital, and then announce to the world that they had invested all 
^ the capital that was necessary to carry on the business of the society, and that 

they were authorised by the Government to act as assurers of life. From the 
immense amount of capital required in a small concern like that, in the table I have 
put in it will be seen that 10,000 /., or any sum of the sort, would be no guarantee 
whatever of the ability of the society to meet its engagements. 

3344. You would be afraid that the payment of a moderate capital might be 
made use of as an additional reason or facility by which people might impose on 
the community in laying the basis of a certain amount of credit and respectability r 
— I see a danger of that description. 

3345. Do you think, in any of the cases which have been brought before this 
Committee as being fraudulent cases, the persons connected with those frauds 
would have been able to get from 8,000 /. to 10,000 /. as a deposit? — It is not 
probable ; but it is difficult to set a limit to the extent of ingenuity which might be 
brought to bear upon a subject of this kind. 

3346. You have obtained a good deal of evidence as to the rates of premiums; 
you consider generally that the rates of premiums at present charged, as a matter 
of science and opinion, are perfectly satisfactory, and sufficient to cover the risks r 
— I thiiik they are, except in a fe^v instances. From a list I have made out, of 
premiums charged without profits, I see they vary in amount, at the age of 35, 
from 2/. 55. &d. to 2 /. 19^. \od. The ex&ct premiums, without putting any- 
thing down for profit, by the English tables, is 2 /. 7 *. I see one office asks 
2 /• 5 5. 6 rf. However, if the society make 4 per cent, by its money, 2 Z. 2 s. 9 d. 
nould be sufficient. That is the net premium, without allowing anything for 
expenses. 

3347. The 2I. y s. is at three per cent, r — Yes. 

3348. Are those all proprietary offices ? — ^There is only one purely proprietary 
office ; they are called mixed offices. There were, until quite lately, proprietary 
offices charging the highest premiums, and dividing no profits among the assured ; 
but that state of things has been altered. 

3349. But you state a variation from 2 I. 5 s. 6d. to 2/. igs. 10 d.; those 
various rates do not apply to offices conducting business exactly on the same 
terms ; there are a variety of terms, according to the rates in which the assured 
share in the profits made? — ^The premiums I have taken here are those charged 
without profits in each case, except the 2 /. 19*. lorf. I believe nearly all the 
ofiices that use the Northampton Table do divide profits now. 

3350. At the same time, the office gives an option to those who asssure, to do 
80 at ceitain rates with division of profits^ or at more moderate rates without 
division of profits? — Yes, they generally give two tables; one a table of pre- 
miums with profits^ one without profits. 

3351- I» 
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335 \- Is there all that variation in those oflSces^ viz., o£Sces without a division IF. Farr^ Esq. 
-of proiits ? — ^Yes ; except the last four in the list before me, viz., offices recently m.d. 

formed, and offices using the Northampton Tables, but expressing their intention 30 June 1853. 
to divide the profits with the parties assuring. 

3352. You have put the word "profit" to some of them? — ^Yes; when we had 
not the means of getting the premiums without profits, we took the premium with 
profit, and so stated it. 

3353* Have you formed any opinion of the cost of conducting a life assurance 
office now, compared with what it was in former times ? — There is the element of 
agency which is now largely in operation, and must necessarily enhance the 
expenses very considerably. The Equitable began business and made its profits 
without agency, and even now, I believe, it allows no agency commission; that is 
the case with some few offices. Other offices have allowed an agency commission, 
varying from 5 to 10 {)er cent., and even more, on the premiums received, which, 
of course, uiust enhance the expenses enormously. Singularly enough, the public 
continued assuring at the proprietary offices that did not divide profits, charging 
premiums by the Northampton Tables, for nearly 50 years, giving the whole of that 
surplus beyond what was sufficient to assure the life to the shareholders of the 
proprietary societies, while they might have assured in offices which divide the 
^greater part of the profits. 

5354. 1 suppose in these matters there is a great deal in habit; it is a longtime 
before the public habit is changed, although there is an obvious advantage in doing 
so ? — Yes ; it was chiefly, I think, from the system which was denounced at that 
time as the bribery of agents. 

3355* Would that be the case also with solicitors ? — Yes ; Mr. Baily denounced 
that as a great iniquity ; and if the Committee will allow me. I u ill read a case 
given by Mr. Babbage to show how the public were induced to assure in the pro- 
prietary offices, while the mutual offices were offering to effect assurances at the 
same premiums. Mr. Babbage says, " A clergyman, in order to provide at his 
<Ieath for a numerous family, succeeded, by great economy, in saving from his 
income sufficient to assure his life for 2,000/. Being unacquainted with business, 
he unfortunately trusted the choice of the office at which he assured to the attorney 
•whom he had been in the habit of employing. The attorney effected the policy at 
one of those offices which make no return of any part of the profits, and which, 
notwithstanding, charge the same prices as the Equitable. During about 20 
years he received a commission of five per cent, from the office, which was paid 
-out of the assured sum, with difficulty spared from the scanty income of his em* 
ploycr ; and on the death of the clergyman his seven surviving children received 
from the office the original sum assured, viz., 2,000/., instead of about 3,200/, 
^hich they might have received from the Equitable, had not the bribe held out by 
the other office been too great for the integrity of their father's solicitor.*' Mr. 
Babbage estimates the whole profit of the attorney " at little more than 50 /., 
whilst the loss to his employer's family amounted to about 1,200 /." 

3356. Mr. Henley.'] Do I understand that statement to mean, that the solicitor, 
having carried the person to assure at one of these ofiices so described, got five 
per cent, on the amount of premiums during the whole period of the payment? — 
YTes ; this system of allowance is now so generally carried on that it cannot be 
considered " bribery'* in the strict sense of the word. All those persons who 
consult agents are interested in this matter ; they should know ti)at some offices 
.^ive five per cent, on the premiums, and that other offices give nothing to agents. 

3357» By the words '* so generally known," do you mean the practice is so 
general, or is it in any of the offices printed and stated in the public prospectus of 
the company to warn the persons assuring? — Not to warn the public, but to in- 
duce persons to act. as agents. 

3358. And bring it to their knowledge? — It is very frequently said " A very 
liberal allowance is made to agents.'* Mr. Babbage mentions a great number of 
offices announcing, when he wrote, '^ Solicitors are liberally paid for any business 
they may bring to the office." 

3359- ChairmanJ] Is not that almost the invariable usage, that if agencies are 
•appointed throughout the kingdom, they receive an allowance of five per cent, on 
the premiums ? — Yes. 

3360. Still they consider the solicitor as an agent? — Yes; they may consider 
4lie agencies as branch offices ; they are paid iu that way. 

3361. A man may be a grocer, a wine-dealer, or a banker, or anything else 
0.55. ' QQ3 he 
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IT. Farr, Esq. he IS the agent for an assurance office in a country town ; if he obtain business for 
•*•**• that office, does he not receive five per cent, commission on the preraiums he re- 

^ ^ J ~ ceives ? — Yes ; very legitimately in that case, 

53- 3362. Mr. Henley.'] The party in that case stands ostensibly before the public 

as the agent to obtain business for that particular office. A solicitor, on the con- 
trary, being employed by a private party, has a right to l)e considered as the 
agent of that party, and not the agent of the office ? — Clearly; I think that con- 
stitutes the distinction. 

3363. A solicitor going to one of those grocers, or wine-merchants, or other 
persons, who is assumed to be the agent of the office ; who gets the live per cent, 
then r — If any party goes to a tradesman, being the agent of the company, tlie 
agent gets five per cent. 

3364. And the soHcitor in that case would get nothing? — No, I believe not ; 
there are societies which receive the premiums direct from solicitors in the country, 
and allow them, in all cases, five p^r cent. 

3365. Whether it is paid through an agent or not ?— Itis always in those cases 
transmitted to the office direct. 

3366. So that there are not two commissions paid ? — No. 

3367. Chairman.'] Is it not tlie case that the office do not care how it is, pro- 
vided they are not called upon to pay more than five per cent. ? — I fiincy they 
are very glad generally, in order to do business, lo allow five per cent, on all 
premiums brought to them by anybody. 

3368. Is it consistent with your knowledge, that if private parties going to an 
office to assure are sufficientlv alive to business, it is not unusual to make that 
condition, and the office will pay private parties the same commission that they 
allow an agent if the premium comes cirect to tlie offic^e r — That does not fall 
within my experience. 

3369. The commission of five per cent, may be considered, in fact, a deduction 
from the premium ? — Yes. 

337p. They charge a premium sufficient to cover that five per cent., and if it be 
paid to an a^ent well and good ; if not, it falls in as so much profit to the office ? 
— Yes; it is an additional expense in carrying on the business of life assurance; 
not, I conceive, in all cases necessary. Five per cent, on the gross premiums is 
a large addition lo the expense of carrying on the busine^ of assurance. 

3371. Mr. Henley.] Do I understand you to say, tiwit it is, or is not, within 
your knowledge that parties going to effect assurances on their own lives have 
this allowance of five per cent. ? — I believe that parties assuring their own lives 
are not allowed five per cent. ; it is ray impression that in that case the party 
himself gets no commission ; it is only in the case of bis bringing another person 
to effect an assurance. 

3372. Chairman.] Acting as an agent ? — Yes. 

3373. If the premiums are charged at a rate sufficient to enable them to allow 
that commission to an agent, there would be no danger incurred in allowing the 
same commission to the principal ? — Certainly not; one would think that in jus- 
tice they ought to allow the same commission to the principal as he is bis own 
agent. I should say the subject itself is very important ; I have heard on pretty 
good authoiity that some offices are endeavouring to i*aiae the commission ; and if 
their policy premiums will not bear a large deduction, tl>e offices will upon the face 
of their tables be in an unsound state. 

3374. Mr. Henley.] Pro tanto, the high commission they give for bringing 
busmess may be a temptation to parties who have to advise others to carry busi- 
ness to an office which may not be on a sound footing ? — A high rate of commis- 
sion would, no doubt, be a temptation to persons to become agents for offices 
without due regard to their soundness. 

3375- Do I understand the charge is, that the solicitor in that case, for the sake 
of the five per cent., prevented the party assured going to an office where an 
addition would be made to his policy r That is suggested in the case you read 
from Mr. Babbage? — Yes. 

3376. Of course if another office held out an inducement in the shape of a 
bribe to that solicitor of ten per cent, instead of five per cent., his inducement 
would be doubled to take the party to an office where he might not even be safe 
in getting his own money? — Solicitors, when consuked by their clients, generally 
so far consult their own interests as not to carry busiiiess to an unsound concern ; 
but it is a temptation to which, I tiiink, even solicitors sliould not be exposed. 

3377. or 
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3377- Of course tint would depend entirely on the honesty of the solicitor ?— 
Certainly. 

3378. If he was a man not of sufficient resolution to resist temptation, the higher 
the commission that was offered to him the greater the chance would be of his 
yielding to it? — ^Yes, there is that temptation. 

3379. Is it within your knowledge, in the ordinary way of hearing of such 
things, that higher premiums, in the shape of commission, than 5 per cent, are 
given in some offices? — I have heard higher figures named. 

3380. Chairman.'] Would you propose any limit? — ^That is a subject with 
which you could not interfere. If it could be made public in any way, it would 
be a great advantage. 

3381. Could you suggest any means by which, in any return to be made by 
ihe offices, information of that kind could be elicited ? — It should appear in the 
expenses necessarily ; many offices pablish the amount which is paid in commission 
as a separate item ; and it would be very well to make a return of the expenses, 
so as to distinguish the ordinary expenses from agency. 

3382. You n>ean in a return of the whole of the expenses, to distinguish that 
paid for commission from other expenses?— Yes, that would be quite sufficient. 

3383. In order to arrive at anything like an accurate calculation, should not you 
also ascertain what the portion of the business done through agents was if the 
party was known? — I think you could not go into details ; it would appear gene- 
rally in the expenses of the oflice; the offices that allowed no commission would 
be doing business at less expense than others. 

3384. It would go to swell or diminish the expenses generally ; so that, whether 
the expenses were incurred in one respect or another, it would appear on the face 
of the account whether the premiums were excessive or moderate ? — Yes ; which 
would be a(tl that the public would be interested in learning. 

3385. Mr. Cowan.'] You have told us that the amount of business done by the 
Equitable in 1 809 was 8,024,000 /. of assurances ? — Yes ; thai does not include 
the amount added as bonus. 

3386. Can you continue the account in decennial periods since 1800 ? — 

Sums Insured in the Equitable Life Office ; and the Additions to the same, 

1800 — 1850. 

1 800 : Amount assured 

Addition ... 



Total 



1 809 : Amount assured 
Addition 



Total 



■ ■ 


£. 
3,900,000 
759.000 


- - £. 


4,659,000 


- 


8,024.001 
2,094.570 


- - £. 


10,118,571 







1 820 : Amount assured 
Addition 



Total 



1 830 : Amount assured 
Addition 



1 840 : Amount assured 
Addition 



Total - 



Total 



: 


13.045.75 « 
? 


£. 


? 


' 


12,422,460 
7,364.055 


£. 


19,786,515 


- 


•0,539.980 
7,408,982 


£. 


17,948,962 



fT. Farr, Esq. 

M. D. 

30 June 1853. 



1 850 : Amount assured 
Addition 



0.55. 



Total 
<1<14 



8,249,695 
5,665,550 



13.9 '5,M5 
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W. Farr, Esq. 3387. What 18 the date of the establishment of the Equitable ? — 1 762. 

"P- 3388. I believe the tables they used were the Northampton Tables? — Yes. 

30 June 1853, 3389. They have continued to use the same tables ever since? — Yes. 

3390. You have expressed an opinion strongly in favour of the publication of 
accounts ? — Yes. 

3391. Are you aware that it is proposed by the Stamp Duties Bill now before 
the House that the duty on life assurance policies is to be immediately reduced 
to \s. per cent.? — Yes; that is another reason for expecting an increase of 
assurance business. 

3392. I wish to know whether you consider that it might afibrd a very material 
addition to the information to be obtained from the returns of assurance offices^ 
if in place of being obliged to affix a stamp to their policies, they should be 
obliged to give in an account of the actual amount ot the assurances effected during 
the year, and should pay a stamp duty accordingly? — I have not considered, 
that. 

3303. Supposing it were rendered compulsory upon them to give in the 
amount of the various policies they effect, and that they should pay according to 
the amount whatever it may be, is it your opinion that that would conduce- 
materially^ along with other returns which they might be asked to furnish, to show 
the amount of business done by each company ? — That is one of the things they 
should return, viz., the amount of assurances effected during the year, and the 
amount for which they are liable. 

3394. Do you see any difficulty in such an office paying the aggregate of the- 
stamp duty upon their own return, in the same way that fire insurance offices do 
upon the amount of business done by them? — I am afraid of giving an opinion 
on the best mode of collecting the stamp duty, without a good deal of considera- 
tion. Every facility should be given towards carrying on the business of life 
assurance ; and if the revenue can be collected in the manner which you have 
suggested, a little difficulty should not be allowed to prevent the apphcation of so- 
equitable u principle. 

3395. Chairman.'] Have you prepared a table exemplifying two modes of 
valuing the liabilities and assets of an office, so as with certainty to ascertain its. 
condition ? — Yes, they are as follows: 



Fint Plan. 
Present value of sum assured ... 



£. 
Present value of gross premiums ----- 2,927,789 

Deduct one-seventh as the value of the charge on the 

premium --------- 418,255 

Present value of net premiums ------- 

Present value of required securities - - £. 
Second Plan. 



6,503,789 



2,509,534 



3,994,255 



Present value of sums assured 
Present value of premiums - 



Present value of required securities - - £. 



£. 

6,503,789 
2,927,789 



3,576,000 



By the first method the society should have in hand securities worth 3,994,255 /. that 
with certainty it mii(ht make good its engagements. 

According 10 the second method the society will, with 3,576,000/. in hand, meet its 
engagements. Here the future expenses are left out of sight. 

The second plan is that laid down by Mr. Morgan and by other writers, as the 
correct valuation. The use of the Northampton table, the false table, however, 
brought out in ordinary circumstances results differing little from those obtained 
on the first plan by a true table, in which the charge on the premium is prudently 
deducted from the value of the gross premiums. I shall not attempt to discuss 
this subject now ; but I give in the two valuations, to show the Committee how 
necessary it is that, in comparing the condition of different societies, the same life 
table, the same rate of interest, and the same process of valuation should be used 
to obtain comparable results. If the facts were returned in the form suggested 
by Mr. A. Morgan and Mr. Ansell, the calculation would be simple; but it should 
not supersede the valuation of each policy by the actuary. 
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Akximder RoberUon^ Esq., called in; and Examined. 

3396. Chairman.'] WHAT is the name of your office ?— The Indisputable Life A. Robertson, 2^. 
Policy Company. 

3397. What is your opinion as to the effect of the law of registration of 1844 - 3^ •'""® ^^53' 
— I think it has had a very hurtful effect, 

3398. In what way ? — I think legislation of any kind is sure to have a hurtful 
effect on provident schemes of all kinds, but particularly assurance. 1 think that 
legislation has the effect of inducing people to believe that a company which is 
brought within its operation, as, for example, under the Registration Act, is a sound 
and a good company, and therefore that they are not called upon to use those 
precautions which they otherwise would do to ascertain whether the company is 
deserving of credit or otherwise. 

3399. You think it deprives people of part of that precaution which they would 
exercise themselves, if they were left to their own precaution ? — Yes. 

3400. Mr. Henley.'] It gives, in point of fact, a false credit to the company ? — 
Yes ; an Act of that kind besides always goes on to prescribe rules and regulations 
how the accounts are to be kept, and what you are to do. An honourable 
company will comply with these ; a company that is otherwise, or which thinks 
it will promote its own intei*est by refraining to do so, will refrain ; and you 
consequently get a set of accounts which are not understandable, or which are not 
correct. 

3401. Chairman.] Then you are not at all in favour of Government surveillance 
under any circumstances ? — Not under any circumstances. 

3402. Do you think there is nothing peculiar in the case of assurance offices 
which removes them out of the ordinary category of businesses, or justifies inter- 
ference with them, which is not justified with regard to ordinary trades? — No ; 
I think the recent experience of what registration has done shows that. Before 
1844 there was one fraudulent assurance office, the Independent West Middle- 
sex ; then no Registration Act had passed; that office had lonu ceased to exist 
before the Act passed ; people had beard of it so often, they were so much on 
their guards that I do not think there was any chance of anything of the kind 
happening again. That was one office in upwards of 100 years. Since 1844, 
you had a witness here on Monday, who gave you a list of 13 or 14 offices ; I do 
not say assurance offices, very few of them were so, but set up by people who 
were trying under the appearance of assurance offices to commit various kinds of 
fraud. If that Act had not passed you would not have had those cases. 

3403. Then you think that it was under the sanction of the Act that those 
frauds were perpetrated ? — I have no hesitation in saying so. 

3404. Are you not aware that in some of those cases referred to they had not 
registered under the Act at all ? — I am aware that there was scarcely one that 
had registered under the Act. I think of all the 14 there were perhaps only two 
that had registered under the Act ; but those offices stated that there was an Act 
for registration, that all assurance companies were registered under it, and of 
course as they were assurance companies they were registered under it. In that 
way the people were imposed upon. 

3405. They led the people to believe that they were registered r — Yes. 

3406. And therefore they had a certain amount of credit? — Yes. 

3407. What is your opinion about the payment up of a certain portion of 
capital as a security for these offices ? — ^I think the payment of capital of any kind 
is extremely hurtful. 

3408. On what account do you think it hurtful ? — In ti;e first place, with 
rererence to one set of offices, those upon the mutual system, I think if any per- 
son considers assurance properly, or has read the authors on assurance, he will 
come to the conclusion that mutual assurance is the purest and the best system 
that can be used, and the nearer approach you can make to that the nearer you 
come to perfection. Most offices have now by their practice shown that they also 
are of the same opinion. Now a capital is totally inconsisteiU with the principle 
of mutual assurance. If you mean to report that a capital shall be required, I 
think it would be more straightforward to pass an Act that no mutual office shall 
exist, because it really comes to that. There is no plan I have heard of, and 
I have heard all the witnesses who have been examined, by which you can call 
up a capital for a mutual office^ and retain the principle of mutuality. 

0.55. R R 3409- Have 



Digitized by 



Google 



314 MINUTES OF EVIDENCE TAKEN BEFORE THE 

A. Robertson, Esq. 34og. Have you not beard it stated before tbis Committee tbat a very large 

number of mutual assurance offices have • not only a subscribed, but a paid-up 

30 June 1853. capital ? — Yes ; but that is a very different thing from a capital under an Act of 
Parliament, they may, and almost every mutual society now must have some 
capital. Formerly^ mutual societies began to do business on a very small scale ; 
there was the Scottish Widows' Fund, for instance, and several other Scotch 
offices. At the end of five years, the Scottish Widows' Fund probably had done as 
much business as one of the new offices would do in the course of half a year ; 
they had not a capital of any kind, and it was not required. Now modern offices 
find it is better for tlie interest of the assured that there should be an advance, but 
then that is not' a capital in which the parties who advance it have any share 
in the concern ; they cannot control the assured ; the assured remain in complete 
control of their own affairs. 

3410. But, surely, if there is a mode by which capital can be paid up volun- 
tarily, there is a mode by which it can be paid up compuUorily ? — I do not think 
so ; I do not think there is any such plan ; I have heard it suggested in various 
ways. One gentleman proposed that the capital stiould be called up, and put 
into the hands of the Government ; that the Consols interest, which probably 
would be three per cent., should be paid to those who advanced the capital, and 
that the difference between that and five per cent, should be paid out of the pre- 
miums of the office. I think, under such circumstances, there would not be any 
person who would go to that office. The capital, he stated to you, required an 
interest of five per cent. ; then the three per cent, which wa^ to be got from Consols 
would make up so small a part of it, that in the case he put it required the whole 
of his new premiums to make up the difference. In that office, at the end of 1 2 
years, all the new premiums would not make up the odds between the three per 
cent, interest from Consols and the five per cent, which the parties were entitled 
to. I do not think any parties would advance monies for such a purpose on 
receiving five per cent. only. 

3411. You say that capital is advanced at present voluntarily ? — The way in 
which that is done just now is, that the directors themselves generally come under 
a responsibility to make advances or payments if th^y ever shall be required, and 
they do actually pay a small sum ; and under these circumstances the funds of the 
office are charged interest merely on what is advanced ; they are not charged for 
the sum which is not advanced. There is no interferenoe, therefore, on the part 
of any body of proprietors ; there is not any opposing interest ; the directors them- 
selves are the parties who alone have anything to say as to the capital advanced ; 
the amount is very small, and very soon paid off. 

3412. Now, with regard to the large expenditure some witn.^'sses have recom- 
mended in the early stage of an office, would you propose tbat the early expenses 
should be paid out of capital subscribed, or out of premiums received? — I think 
in a mutual office the expenditure ought to be small ; in a proprietory office I 
have no objection to the proprietors making it as hrge as they please. If people 
choose to make an advance of 30,000 l. or 40,000 A, and they choose to make a 
commerdial speculation of assurance^ I do not aee any reason why they should ndt 
do it. Then* cakrulation is, ** We will make very large advances ; we will send 
out active agents, not one only, but a great many, who will appoint other agents ; 
we will establish 'agencies on the Continent, and various other places; all that is 
attended with very great expense, but we calculate that in the course of a certain 
number of years our office will be so very strong, the profits of it will be so yery 
large, that we shall be well remunerated for that very large sum we have advanced." 

,y^ There are two or three offices I know, that were particularly referred to in the 

"^^ ' evidence, which are going on upon that plan just now, and probably it nmy be a 

very good and safe one ; and there is one thing to be said, so far as tlie assured are 
concerned they will be sufficiently safe. One of these offices has 1,200 share* 
holders ; another offioe has 800 shareholders ; and in oonjunction with these offices 
there is a new fire office just started, which has 5,500 shareholders. 

3413. Are they all liable?^ All are responsible to t\\e extent of their shares; 
I do not know exactly what the shares are. in that case it is a commerchil 
speculation which they are carrying on, and I do not see why they should not. 

3414. You do not agree with those witnesses who speak in favour of mut«al 
societies, and who think the larger the expenditure the better ? — I never h&Ltd 
any witness say that as to a mutual assurance society ; I am not aware that any 
witness has said so. I think it is inconsistent with a mutual office to make a lai^ 

expenditure ; 
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expenditure ; I do not see where it is to come from. In the first year of any office, A. Robertsm^ Esq. 
however successful it may be, the premiums cannot sustain any great expense. — — — 

3415. Then, if any great expense is incurred at all, there must be a subscribed 3o Jan« 1858. 
capital ? — Yes. 

3416. Mr. Henley. 1 You draw a very broad distinction between mutual 
assurance and proprietary assurance? — Yes; I may perhaps say I beard a 
Member of the Committee malie a remark which did not appear to me to be 
applicable to mutual assurance. The idea seemed to be that a mutual assurance 
was one in which all the assured were responsible to each other. Now, that is 
not a mutual assurance ; there is no such mutual assurance, with one single 
exception : the old Equitable is so ; but with regard to all other mutual assurance 
offices the funds of the company alone are responsible for their claims ; no one 
omn is responsible for the debts of any other. 

3417. Chairman.'] That is rendered so by the terms of their deeds, and the 
terms of their policies ? — Yes. 

3418. Mr. Henley. ] You stated, that in some of the cases of mutual assurance 
companies, where a capital had been voluntarily subscribed, it has been done in 
this manner: that the directors ha\recome under a certain liability^ and that in con- 
sequence of their having come under a certain liability, a certain amount of interest 
has been charged amongst the expenses of the company ; am I to understand you 
that interest has been charged to the company, and paid to the directors^ they never 
having advanced anything actually^ bot only being under a liability to pay a call ?-*^ 
No, quite the contrary ; I stated that in the case of a mutual assurance company, 
eadi of the directors voluntarily subacribes to the capital, and makes the advance, 
and pays up a part of that capital; the charge on the fund is merely the interest 
upon those advances ; there is not anything paid on what has not been called up. 

3419. It is, in point oi fact^ the interest on the amount of the capital paid ? — 
Only that 

3420. Mr. Cowan^ In the office with which you are connected, have your 
directors made any provision for guaranteeing ? — ^Ye«. 

3421. May I ask what the nature of it is? — The directors in the begtonii^ 
entered into a bond to advance 5,000 /., if it enrer should be required* wbick was 
500 h each director, and each director did advance 100 /,, upon which Aey receive 
interest. 

3422. How long is it since your office was established ? — Five years. 

3423. Have the directors been required to make any advance since the original 
one to which you have referred V — No, they have not been required to make any 
other advance ; they did make an advance I think of 500 /. in connexion with a 
transaction they had, but it was not required for carrying on the office. 

3424. Mr. Henley.] You have stated that, under the ordinary oonditions of 
mutual assurance companies, with the exception of the Equitable, the parties 
assured are not liable one among another to make good the claims ? — They are not. 

3425. Responsibility is guarded against either by the terms of the respective 
policies, or by the terms of incorporation r — It is guarded against by a clause in 
the deed of constitution, and it is also inserted in every policy that is issued. 

3426. Then the term mutual assurance, as used in the sense you used it, only 
applies to those companies who divide profits among no other parties except those 
assured r— Yes. 

3427. Who divide the whole of the profits amongst the parties aaaured ? — Yes. 

3428. Mr. Cowan!\ Is it your opinion, that life assurance is extending very 
much among the humbler classes of society ?«-*• Yes, I think life assurance is 
extending very much ; I think if there were no legislation at all, and if the Act of 
1844 be repealed, life assurance will increase to a wexy great extent. I think you 
see that is owing to the prosperous state this country is in ; you see the number of 
contrivances there are for giving people something like an intereat for advances. 
If life assurance had fair play, so that it could compete with friendly societies, 
freehold societies, and various other schemes of that kind, it would increase to a 
very great extent. Take the case of freehold societies ; there is one freehold 
society, the income of which, I believe, is nearly equal to the income of all the 
assurance offices in all England, and why should people's funds go only to plans 
such as those ? I am pretty well convinced that it is not for mere political objects ; 
people go to a company very much because they wish a return for what they save ; 
and if people's savings could be received by assurance companies, and if the 
public bad such confidence as they ought to have in those companies, and as I 
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Ji. Robertson, Esq. think they would have if there was no Act of Parliament, I have no doubt that 

"■; life assurance would be greatly extended. 

JO June 1853. 3429. Is it the fact that life assurance is very much extending among all 
classes ? — Yes. 

3430. Mr. HenUy.'] Do you not think that one motive with persons who put 
into a freehold land society is, that they think it desirable to have something 
during their own lives they may fall back upon, as well as to make a provision for 
those that come after then' i — There are plans by which assurance can do that ; 
that is, a man may so effect an assurance that when he reaches a certain age, he 
shall receive a certain sum, or receive a certain annuity. There are almost end- 
less plans by which a person may benefit himself as well as his representatives, 

3431. Speaking of freehold land societies, and of their diverting money which 
would otherwise go to assurance, they profess to give something more than a sum 
payable at death ; viz., something in immediate possession r — Yes. 

3432. And it may be that persons may have a predilection for having a bit of 
land of their own, instead of a sum of money assured at death? — Yes. 

3433. Then it does not follow that the whole would go, to assurance societies ? 
— I should be glad to bargain for the half. 

3434. Chairman^ Have you any observations to make as to the mode of 
valuation and stating profits ? — Yes, I think there has been an erroneous impres- 
sion made on the Committee. You are aware that under the Act a balance sheet 
is required. If a balance sheet has to be made out, you require a valuation. I do 
not see how you can call the receipts and expenditure a balance sheet, for that re 
quires a valuation. But it has been said^ as you value the future premiums, and bring 
out a balance, and show a considerable sum, that is a fraud on people, because you 
show as if you had realised a larger profit than you really have. Now I am not 
aware that in any case that has been done with the view of deceiving people; on 
the contrary, the way in which it is generally stated, is the " present value of the 
future premiums ;" the thing is made plain, there is no wrong statement, nor do the 
offices wish people to believe that that has been realised. To a former witness a 
case was put of a trader, a person who came to take stock : ^* Would it be fair to put 
a value upon the stock be had, at a sum equivalent to the profits which he made on 
what he had sold?" It clearly would not, but^that is not a similar case. In the 
case of future premiums, the stock is bespoken ; it is not only bespoken, but there 
is earnest money that it will be called for and paid ; the time of delivery of the 
stock is also determined. Therefore you have your future premiums bespoken, as 
it were, and you will make your valuation, substracting only the profits which yott 
would otherwise have had, supposing they were all immediately sold. In such a 
case I have not to deliver that stock until during a series of future years, therefore 
I only put a present calculated value upon it. 

3435. During that series of future years will there liot be a considerable 
expense attending the transaction of the delivery of the stock? — Simply i per 
cent, or 1 J per cent, for the collection. 

3436. Is it not a matter of contingency the amount of business that is dropped ? 
— Yes ; but with reference to that, the policies that fall in, if they have been con- 
tinued any considerable period, the office gets an advantage by them. It would 
not get so great an advantage at an early period as if the policy had gone on. 
If it has continued a number of years, the ofiice would gain much more by the 
dropping of the policy than it would otherwise. There was a table given to the 
Committee to show that the mortality increases very much after the first four or 
five years, in order, I suppose, to be a warning to young offices ; viz., you must 
not calculate that your claims will not be greater in future years ; but I strongly 
suspect that that arises very much from policies having dropped upon good lives, 
and that the bad lives continued. That is to say, at the end of a certain number 
of years the people who are in good health feel they are so, and there is not the 
same inducement to them to continue their policies as to people who are in 
bad health. 

3437. Do you think that many people from that consideration drop their 
policies ? — I do, a considerable number, particularly where people have poUcies 
on others' lives ; when they have pecuniary transactions connected with them. 

3438. Mr. Cowan.'] They have the privilege of either selling them to the 
office ; or, if they conceive that to be too low a value which the office offers, they 
can sell the policy in the market? — Yes. I heard an idea wliich was given to the 
Committee, that some offices gave so small a sum when people come to surrender 

their 
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their policies, that in that way an office might go on for a considerable period a. RoberUon, Esq. 

losing its policies without giving any value for them, as if that was unfair. My — - 

own impression is, that offices gienerally give much beyond what they ought to 30 June 1853. 

give for surrendered policies. I think that that actuarial view, which was given 

to the Committee, is not the correct view. That is, they say you should lake the 

value of the policy, making an ordinary valuation of it, and give the assured 

nearly that sum ; and it seems to be hinted, that if it be a highly respectable 

office it will give them almost the entire sum. Now it seems to me, that the 

office is not fairly placed upon that supposition ; for the selection is on the part 

of the person who applies to surrender his assurance^ and instead of giving him 

one-third of the premiums,! think a surrender policy is worth much less, because 

good lives surrender and bad do not. I think it is more than probable that if you 

gave them one-sixth, it would be amply sufficient for the surrender of such policies, 

where there is no inquiry made as to the cause of surrender. 

3439. Mr. Cowan.'] Do I understand you to say that the assets in your office, 
for instance, by which I mean the prospectus premiums, you would be disposed 
to value on one side of the account a good deal more than what other witnesses 
have indicated their opinion to be ; and that your obligations on the other side of 
the account, you conceive, ought to be taken at very much less than in the values 
they have given ? — I am not aware that I have said anything as to that which 
other witnesses have not stated. It seemed to be brought forward as an objection to 
that mode of valuation, not that there was a deduction to take place in respect of 
that, but that the office ought not to state that they had realised profits that they 
bad not realised. So far as I have been able to observe, there is the utmost 
candour and fairness in these valuations; and they are generally made by people 
of such eminence, the various actuaries, that of course there is not the slightest 
suspicion that anything is done with a design to deceive. 

3440. Is it not the case that the actuary employed at the periodical investiga- 
tion, yearly or quinquennially, values each individual risk on the one side and 
the obligations on the other precisely on the same principle ? — ^Yes, precisely on 
the same principle. I do not mean to say that the actuary values each risk ; he 
may class the risks, or take each risk as he pleases. 

3441. Chairman.'] Have you any other observations? — I wish to say as to a 
capital, which was a point referred to, viz., whether it would be a security or 
otherwise, I think you have a very good example in a case which occurred, where 
an office with a view to screen themselves from inquiry as to character, called up 
a capital of 10,000/. That was the "Independent West Middlesex'*; they 
had a capital in the Bank of England. When people inquired as to the character 
of that office, they said, ^*Go to the cashier of the Bank of England, he will tell 
you we have a capital of 10,000/. there.*' 

3442. Had they in fact that capital ? — Yes, 10,000/.; they always had that 
sum there, consequently that it would be a check against fraud you can scarcely 
say. It is very true it might check such small frauds as have been mentioned, 
which after all did not do much liarm. If those people were called upon, they 
could not advance any sum ; but that will not be the description of frauds you 
will have if you call for a capital ; you will get fraud upon a great scale, such as 
the " Independent West Middlesex." 

3443. How was that capital raised ? — Made up as some witnesses now recom- 
mend. 

3444. Was it the subscribed capital of the proprietors? — Yes, clearly; they 
had no shareholders ; they were personally the shareholders. 

3445. Was it the capital of the proprietors, or a portion of the premiums they 
had received, and put aside, and formed into capital? — There was one man who 
had a considerable capital when he joined' them ; I think it is very probable he 
might have advanced some of it; whether any part of the 10,000/. was made up 
from premiums I do not know. 

3446. The object in letting it remain was for the sake of appearance ? — ^Yes, 
to show that they were respectable people. There are other cases. Mr. Riley, 
I recollect, in his evidence, said he would refer to one office he knew very well, 
which, if any young office were objectionable, was undoubtedly so. He stated, if 
they had not had a capital, they would have been deficient at the end of the first 
year; but having a capital they went on, the next year making a further call, and 
next year a further call ; in consequence of that their state is not a good one. 
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Mr. Colvin^ called in ; and farther Examined. 

Mr. Cohin. 3447. Chairman^ YOU wish to make some explanati<m as to your evidence ? — 

""T^ 'T Yes, with regard to the point as to vouchers for documents, or receipts for money, 
30 une 1 53- ^j. ^jj^ registrar's oflSce. It is now two or three years since I applied, and I 
cannot undertake to say wliat were the precise words of the conversation which 
then took place ; but certainly the impression left upon ray mind was tliat they 
refused to give receipts altogether. I was aware of the provision of the Act, but 
knowing there was also a general power given to the Board of Trade to modify 
matters of detail, I thought probably some instructions had been received at the 
Registration-office upon the point, and did not press the matter. I have been 
informed to-day^ by a friend of the assistant registrar, that they will give receipts 
for documents, but not for fees, and, therefore, I presume that a misapprehension 
has arisen between myself and the gentlemen of the Registration-office, and I 
should be very sorry that they should be unjustly accused of an habitual refusal 
to give vouchers. No doubt I asked the question meaning one thing, and they 
answered it meaning another; viz., that I applied for a receipt generally, and that 
they answered it with a view to a receipt for money ; I think probably that is the 
case ; I think a great misapprehension exists upon that point, therefore good may 
perhaps arise out of it, inasmuch as it will correct that misapprehension. 

3448. Are you satisfied that they have not refused receipts habitually, when 
required ?— I am informed that my own view of it was a misapprehension. 
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Jlexander Robertson^ Esq., called in ; and further Examined. 

A. KoberUon^ lAi{. 3449. Chairman.'] WHAT objections have you to the Act of i844?~The 
■■ first objection I have to the Act of 1844 is that it is inconsistent with itself 
7 July 1853. throughout its various clauses ; there are besides various clauses inconsistent 
with each other ; in many parts it is impossible to understand what the mean- 
ing of it is. 

3450. Mr. HenleyJ] Is that with reference to assurance offices, or are you 
speaking of the Act generally ? — ^With reference to assurance offices. 

3451. Chairman.'] Will you describe the instances in which you consider the 
Act defective ? — I may state as one instance that it includes mutual assurance 
offices, and in order to bring them within the operation of the Act, it states that the 
assured parties shall be described as ^* shareholders '' accordingly throughout the 
Act the parties assured are described as ^^ shareholders *' who in no way and in 
no sense can be described as ^^ shareholders,'" except that Parliament has used that 
term. That is so very absurd that a conveyancer who was consulted in preparing 
a deed for a mutual office, said, in going over the Act, it was impracticable for a 
mutual office to be formed under it, ** but," he said, " I will tell you what we 
will do, viz., we will make it a mutual office by an evasion of the Act, making 
the shareholders a mere farce ; explain it honestly at the Registrar's Office, that 
we wish to be a mutual office, but we cannot comply with the Act ; we will 
therefore be a proprietary office, the directors will advance, say 100/., so as to 
make them proprietors." They advanced, I think, half that sum, 40 /. or 50 l. 
in all ; they lAive all the clauses applicable to a regular proprietary com|>any for 
calling meetings of the proprietors, all the clauses as to sales of shares and so on,. 
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but they take very good care to call themselves a mutuml office, and stick the A. Robertion, Esq* 

name up over their door, for it really is a mutual office. That sum of 40 /. or 

50 /. is merely paid to comply with the Act. The Act is very well described and 30 June 1853. 
remarked upon in an article in the '* Law Magazine/' for August 1 848, and 
I happen to know that the article was written by the conveyancer who was con- 
sulted by the office I allude to. 

3452* Mr. Henley.'} That observation of yours applies to such assurance 
offices as are on the mutual system ? — Yes. 

3453. Not to those on the proprietary system ? — No ; by the terms of the Act 
every shareholder is required to be registered at the Registration Office, therefore 
the mutually assured being also shareholders in the terms of the Act, they must 
be registered at the Registration Office. In the course of a year or two, when 
offices came to find that they had to register perhaps 1,500 or 1,600, or 
perhaps from 3,000 to 4,000 persons who were assured members, because the Act 
said they were shareholders, they found it was expexwive and inconvenient; they 
accordingly applied to the Board of Trade to be relieved from that clause, and 
the Board of Trade applied to know the opinion the registrar had on the case. It 
was not very easy to see, in fact I was not aware of any reason that could be 
^iven for still adhering to that rule, or for the opinion Mr. Whitmarsh gave , 
until I found what his evidence was, and what he knew of a mutual office. 
Being himself an acting director of a proprietary office, he perhaps has not had 
his attention much directed to mutual offices ; but he seemed to say, that amongst 
the deeds that were sent in to him, he had discovered one deed in which there 
was a clause restricting the responsibility of the parties connected with the office, 
and making the claims payable out of the funds of the office only. He seemed 
to be surprised that he had found that case. The fact is, that ttere is no deed 
which has not such a clause. It is not a single instance ; there is no deed of a 
mutual office which has it not ; there is no deed of any mutual office, either under 
the Registration Act, or in existence before that Act, in which there is not that 
clause, the old Equitable excepted. 

3454. Did not Mr. Wliitmarsh give that in evidence ? — No ; the evidence he 
gave was, that he had found one case, and he was not aware whether there were 
other cases or not in which there was such a clause as that. The question was, 
what is in the deed of constitution? All deeds, and all policies contain that 
clause; there is only one exception to that; there is one office in existence 
where every partner is responsible to the utmost extent, but there is only one office 
of that kind. 

3455. Is that a mutual office r — No, a proprietary office, '* The Liverpool and 
London Assurance Company." They have either two or three Acts of Parliament, 
and they put so much value upon it, that they inserted clauses making them- 
selves responsible for the whole amount. The Board of Trade relieved mutual 
offices from the payment of the fees, but they have not relieved them from the 
inconvenience, or from any part of the expense, of sending an account to the 
Registration Office of all the members they have assured. Now, that can do no 
^ood ; it cannot be of the slightest advantage, if it be the case that the members 
are not responsible to each other. The registrar gave in evidence that he thought 
it was of some use sending that return, because a person might there find the 
names qf other parties who would be responsible to him in the event of a claim ; 
but that is not the case ; there is no party responsible to him, the funds of the 
company alone being responsible. 

3456. Mr. Cowan.] Is it the case that you do send the names of the assured ? 
— Yes. 

3457. You consider you are bound by the Act to do so ? — Yes ; and practically 
"we do it. 

3458. Do you do it annually? — Half-yearly. 

3459. Mr. Henky.^ Government relieved you from the payment of the fees ?— 
Yes ; there was a small fee, a shilling, for each person assured. 

3460. But, of course, they had not the power to relieve you from the obligation 
of the Act to send in the names ? — I do not know whether they had the power; 
they have not done so. 

3461. Mr. Cowan.] Is there any penalty attached to your not sending the 
names ? — Yes, there are many penalties in the Act, but the registrar has not the 
power to enforce them ; they are, therefore, of no use. There is one other thing 
^hich I consider a very serious objection to the Registration Act ; so serious that 
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^. Robertson, Lsq. J Jo not know how some mutual offices get over it, or give profits while this Act 

continues; there is a clause (sect. 27), which enacts, '•that no shareholder of 

30 June 1853. jiny joint-stock company completely registered under this Act shall be entitled to 
receive any dividends or profits, or be entitled to the remedies or powers hereby 
given to shareholders, until he shall have executed the deed of settlement of the 
said company, or some deed referring thereto, and also have paid up all instal- 
ments or calls due from him, and shall have been registered in the Registry 
Office aforesaid/' Now, in mutual assurance companies, where all the assured 
are shareholders, it would be quite impracticable to get your assured to execute 
the deed ; your assured are all over the world ; your policies are assignable from 
one to another all over the world ; it is, therefore, quite impracticable ; there is 
no way in which you can get these people to execute the deed ; therefore, when 
a division takes place in a mutual office, if this clause has any effect at all, you 
cannot give any sum of money to the mutually assured ; it must remain in the 
funds of the company until this clause is repealed. The only way in which I can 
conceive that you could get over it is the way in which my own company manage it, 
which is consistent with the intention we had originally, and therefore we do not 
complain of it so. much, viz., that our profits are applied in reduction of future 
premiums ; there is no sum paid to any party, and therefore perhaps that clause 
would not apply, inasmuch as the profits are applied in reducing future pre- 
miums ; but I do not see how any mutual office can act otherwise while the Act 
continues. 

3462. Mr. Henley.] Do you conceive that under the name of profits the pay- 
ment of the policy would come ? — No ; that is a claim. 

3463. But the payment of an addition to the policy would? — Yes; many 
offices give parties options ; they say, " You may either have a reversionary sum 
added to your policy ; or you may have a sum paid in cash ; or you may get your 
future premiums reduced." It so happens in my own office that being of opinion 
that giving selections was always very hurtful, we therefore adopted the prin- 
ciple that a party assured should share profits only by his premiums being reduced ; 
we feared that otherwise the clause would apply to us ; it certainly would to 
other plans of division. 

3464. Are you aware whether any decisions have taken place upon the ques- 
tion whether making an addition to the policy would come within the terms of 
that clause? — I do not think there has been a decision upon any part of the 
Act, because the persons who have the administration of the Act are quite aware 
that they can make nothing of it. There it remains ; they may correspond with 
the parties, and ask them to do a great many things, but as to enforcing the 
Act, that is out of the question. 

3465. Do mutual offices divide profits in any other than the three ways you 
have described ? — There is no other way in which they can divide profits that I 
am aware of. 

3466. Then, ordinarily speaking, you would not, in popular language, come 
within the words ** the dividing of profits"? — I think that clause would prevent 
us dividing profits, but by the reduction of premiums. 

3467. Chairman:] Is not a reduction of premiums equivalent to division of 
profits?— We argue otherwise, and we think otherwise. The account we^give of 
it is, that the man has paid more than he ought to have paid from the beginning, 
and it is part of his own funds, applied to the reduction of future premiums. 

3468. So would any profits be part of his own funds ; if you pay any man a 
profit, it must be part of his own funds ; you have no other mode of getting profit 
except the sums the assured pay you ? — That is very true ; but the Act says he 
shall not receive profits ; they shall not be handed to him. 

3469. If a reduction of premiums be no division of profits, would increasing the 
sum assured be a division of profits ? — I have no doubt it would ; but there is 
considerable difficulty in distinguishing between the two cases. 

3470. Mr. Henley,] Would not the use of the word ** divided," and the word 
** profits" too, rather seem as if it was something of a nature ejusdem generis with 
profits of a joint-stock company, which would contemplate some joint stock or 
some capital from which it would be paid ? — Yes ; there is no question that the 
words were put into the Act in this way': there was no idea when the Act was first 
framed that mutual assurance societies were to be referred to at all ; the Act was 
for joint-stock copartnerships and joint-stock assurance offices, and the words 
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'* mutual assurance " are put in at the end of the clause ; and I believe they were A, Boberisan, Ei%. 
put in witliout considering how they would auree with the rest of the Act, ■ 

3471. Chairmcui.'] Is there any other point in the Act you wish to remark 7J"»yi855. 
upon r — I was going to remark, that I think there is great mischief in the Act, in 

the prestige which it gives to offices registering under the Act, particularly in 
cases where they are connected with friendly societies; and my own decided im- 
pression is, that the public will find that there is much real mischief going on at 
this moment throughout England by offices which are not easily distinguishable 
whether they aretriendly societies or assurance societies, so that people believe 
they are assuring in assurance societies while they are assuring in friendly socie- 
ties, or the opposite may be the case, they are assuring in friendly societies in 
place of assurance societies, and yet thinking they are assuring in societies that 
have the responsibility of a large sum (100,000/., or some such sum) as security 
for their claims. Now, if that is carried on amongst the very lowest orders of 
people, and if the parties who have the control and management of business of 
that kind are not really aware of the premiums which will be proper and sufficient 
in order to assure future claims, I can easily conceive that mischief to an incal- 
culable extent may be committed by the system wl)ich is going on at present. 

3472. Mr. Henley.'] In friendly societies? — Yes, in friendly societies. To show 
the effects of legislation, there are 13 or 14 Acts of Parliament relating to friendly 
societies, and I think they are in a worse situation than they were at the commence- 
ment of legislation. 

3473. liave you any evidence of the truth of that; because it is a very seriouj 
statement? — I quite feel it is a serious statement I make to the Committee, 
I therefore do not wish to state the name of the office I refer to. 

3474. Do you confine that to only one office ? — I confine it to one office. 

3475. You do not allude to friendly societies generally ? — I now allude to one 
oflice ; but friendly societies may, if they see how this officers going on In con- 
nection with an assurance society, join other assurance offices, and go on in the 
fcacne way. I well know the particulars of the business which is carried on, which 
is far beyond that of any ordinary assurance office. 

3476. Chairman.] Do you believe they are enabled to do that in consequence 
of the influence and confidence they acquire from being registered under this Act ? 
— Quite so. 

3477. Mr. Henley.] You have used the phrase that parties are unable to 
distinguish between a friendly society and an assurance company ? — Yes. 

3478. Why do you use that phrase? — Because the prospectus is so worded 
that it appears to be both ; an assurance office in one department, and a friendly 
society in its other departments. Under the Friendly Societies* Act they are 
obliged to keep their accounts in a certain way ; if they are registered under the 
Friendly Societies' Act they keep the accounts of the two offices quite distinct; 
one set of accounts applicable to the friendly society, the other applicable to the 
assurance company ; but a person, a common mechanic for instance, reading a ; 
prospectus of that kind, and s^ein^** capital 100,000/." at the upper part of the 
page, is very apt to connect the friendly society at the foot of the page with the 

J 00,000 /. at the top, that capital only applying to the assurance office. 

3479. Does not that only come to this ; that a friendly society, and an assu- • 
ranee company being joined together, the security which is held out by the 
statement of the capital of the assurance company, may, in the minds of the ' 
parties entering the friendly society, be equally applicable as security to them ? — r 
Yes, and that is so practically. 

3480. Friendly societies are under the operation of particular Acts of Parlia- 
n.ent? — Yes, friendly societies; some of them comply with certain Acis off 
Parliament, and if they do comply with them they get what are supposed to be 
greater advantages; others refuse to comply with those Acts. 

3481. If they comply with the Acts, one of the particulars by which they can 
get the authority you allude to, is that of having themselves certified by some 
intelligent actuary? — No; that is an expense they have themselves to incur. 
They ar^ certified by an official actuary, a gentleman who is appointed to certify 
these things as correct, but they must employ their own actuary in the first 
instance if they expect to have their computations properly made. 

3482. Besides employing their own actuary, do you mean to state in evidence 
that the question is submitted to an official actuary besides ?— Yes. 

3483. Are you warranted in that?— There is an officer actually appointed c 
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J.Roberism, Esq. under the Friendly Societies' Act ; he has been examined before this Committee, 

Mr. Tidd Pralt. 

7 July 1853. 3484- Mr. Pratt is not an actuary ? — He ought to be an actuary, and I rather 

think be would call himself one if he were asked. 

3485. Is not Mr. Pratt the barrister appointed under the Friendly Societies' 
Act ? — Yes. 

3486. Have you any warrant further than naming Mr. Pratt to state to this 
Committee that the Government take on themselves any inspection by means of 
an official actuary ?~No ; I have not anytliing more than that. 

3487. Is it not the fact that the various friendly societies each select their own 
actuary, who certiGes that the scheme, according to his judgment, appending his 
name as a voucher for the credit of it, is sufficient to secure the objects which it 
holds out; that goes to Mr. Tidd Pratt, whatever his proper title may be, and 
then his certificate entitles the parties to the advantages of the Act ? —Yes, that is 
the process, and perhaps I may be wrong in my statement that Mr. Tidd Pratt 
can be looked upon as an actuary ; he is rather a barrister who is employed with 
the view to prevent anythiug improper in any clause or regulation. 

3488. All that Mr. Tidd Pratt was appointed for is to seethe various provisions 
of the Act are properly carried out, and to see, his authority being given to it, 
that there is nothing in the rules inconsistent with the provisions of the law? — 
Yes ; that, I believe, is Mr. Pratt's office. 

3489. And the Government have always directly avoided, have they not, be- 
coming in any way responsible for the propriety or security of those rules, further 
than seeing them certified in that way ? — It appears to me that the Government 
thinking fit to employ Mr. Tidd Pratt, if they wish to make people know that 
they are not responsible in any way, and that they must look to themselves, either 
in savings banks, in friendly societies, or in assurance companies, they ought to 
make that much better understood than it is. 

3490. Can the Government make itself better understood than by the laws 
that are passed ; have they any other means of doing so ? — There is no phrase in 
any clause to that effect. There is a Bill before Parliament just now about 
savings banks, which says so. I am not aware that in the Friendly Societies* 
Acts thei^ is any clause which states affirmatively that the Government is not 
responsible. 

3491. Is there anything in the least to imply that they are responsible? — If an 
Act of Parliament be passed, they who procure it are generally understood to 
be the Government of the day ; and if you ask a common person what his opinion 
of an institution is which is referred to, or approved of, or whose rules are approved 
of under an Act of Parliament, he ^ill be very apt to say that he considers that 
the Government have satisfied themselves that that institution is a good one. 

3492. Are you aware of the evidence which was given a few years ago before 
the Committee, on the subject of friendly societies ? — It is some time since I read 
it^ I have read it; I have it not in my mind at this moment. 

349^* Do you think there is anything in tnat evidence to warrant you in 
eoioing to the conclusion, or anything like an opinion, against the security of 
friendly societies r — I cannot answer that question by now referring to the evi 
denee ; it igsome time since I read the evidence, 

3494. You think it is liable to give rise to a 'misconception on the part of the 
persons entering friendly societies, viz. that it is permitted to a friendly society 
to carry on its business in connexion with an assurance company ? — ^Yes. 

3495' So that thev may get by that means a false security ? — Yes. 

3496* Chairman.] Are you not aware that Mr. Tidd Pratt's sole duty with 
regard to these things is to certify that the computations have been made by an 
actuary ? — Yes ; I think that is very probable, from what I have heard since I 
came here. It did not occur to me that I should be asked any quesiions with 
regard to Mr. Tidd Pratt. 

3497- Are you not aware that the sole duty Mr. Tidd Pratt has, is to certify 
that the computations have been made by an actuary ? — Yes, or that they have 
not been : in short, he is not responsible, I am quite aware of that. 

3498. Have you any other observations to make with reference to the Act of 
1844 ?— I am not aware of anything further. 

3499. What do you think as to the possibility of having a guarantee capital in 
a mutual office ? — It seems 10 me it is just as impossible to have a capital in con- 
nexion with a mutual office, as to mix things which are in their nature unmixable ; 
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that the one is quite inconsistent with the other. I'he moment you apply capital a. Robetttony Esq. 

to a mutual oflSce, it ceases to be a mutual office. 

3500. What do you understand by a mutual office, because that has never i>een 7 July 1853. 
properly explained ? — I shall be very glad to state what I understand, and- what 

I think ought to be understood by the term ; a mutual office is one in which 
several people, meeting together, say, ** We will receive premiums for assurances, 
the premiums, and the premiums alone being answerable for those assurances ; 
that we ourselves shall have the whole management of our own affairs; that is, 
we shall not be interfered witli by shareholders, and having the sole control of 
our own affairs, all the profit that is made will belong to us ; if profit shall not 
exist, then the loss of profits and premiums will fall on the parties who have claims/' 
Fortunately, there never has been such a case occurring ; but in sonie offices a pro- 
vision is made for that ; they say, if claims should arise when there are no 
premiums, those claims shall be paid in the order in which they come in, from 
future premiums; it is not that the funds which happen to be in hand on the 
instant are alone responsible. 

3501. Then what you mean to say is, that a mutual society is a society where 
all the parties concerned share the profits, but where they do not sliare any losses r 
— Except so far as their premiums are concerned'. 

3502. Tiiey share equally the profits ? — Certainly. 

3503. The truth is, a mutual assurance office is a trading society, in which all 
parties equally share the profits that are made, but in which no one is liable for the 
losses ? — Tiiat is one mode of stating it. I think if the word *• profit '* be used, the 
opposite word ^^ loss " may also be used in the same sense, because the only profit 
they can make is on their own premiums ; the only thing they can lose is their 
own premiums ; but it cannot be called a trading society. 

3504. Mr. Henley.'] You say a mutual society is an assembly of persons who 
meet together to receive premiums ; we want one thing more to make that clear, 
viz., whether tliey are to receive premiums from each other, or from each other 
and other parties as well ? — Premiums from each ether in the first instance, and 
from other parties who join them out and out as members of that society. 

3505. Who become as the original members of that society? — Yes; accord- 
ingly the advantage which a mutual society has, arises in the first place from 
their having all the profit divided amongst them, and people now understland 
extremely well that that advantage is very great ; they cannot help seeing the 
immense profits proprietary offices make, and therefore they say, *' We would rather 
have the profits ourselves"; but as Mr. Bailey, when writing on the Equitable, 
says, though there are great advantages in a mutual office, he thinks the great 
success of the Equitable office arose more from the fact of the assured themselves 
having the management wholly of their own affairs, than from any other cause ; 
and the assured put a great value upon that. 

35ofi. Chairman. '^\ You say they can only divide the profits which oie -derived 
from their own premiums, and they can only suffer losses which may arise in 
consequence of their premiums being insufficient ; is it not quite possible, if any 
number of people join a Mutual Assurance Society, that if their premiums are 
based on insufficient calculations, or their expenses are so large as- to be incon- 
sistent with the solvency and safety of the society, a certain number of early 
claims may be fully satisfied, and a number of the last claims may not be quite 
satisfied, so that those two classes may not be on an equal footing ? — Under ttie 
supposition which you put a deficiency could occur. 

3507. And tlierefore, although there may be profits made in some of the earlier 
years, which are equally divided among the assured, the members of the society, 
there may l>e losses which are only borne by those who happen to become the last 
clairaanls on the society ? — Yes ; but as a mutual society has the management of 
its own affairs, every person being equally interested, it is not very easy to con- 
ceive such a thing to occur. 

3508. Is it not pobsible that a society may go on with the best and most bond 
jide motives, and yet such a state of things may arise from misfortunes, over which 

they had no control, either from their being very unfortunate in the lives they 
assured, or from other reasons, or the addition of some losses as to which their 
own discretion may not be subject to blame? — It is highly improbable. 

3509. Is it not quite possible, that without calling in question the motives of 
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^tyRobertson, Esq. the parlies who conduct such societies, such a state of things may arise? — I think 
it is scarcely possible. 
1 July 1853. 3510. I ask you whether that is not possible r — Almost everything is possible. 

3511. I want to know what distinction you would make between a proprietary 
, office such as you have described to-day, where they make it a condition of tlieir 

policies that no funds shall be liable for the sum assured except the premiums and 
the funds in hand, and where they divide a very large portion, almost the whole 
of the profits which accrue amongst the assured, and a mutual society ; what dif- 
ference, in reality, would there be between that proprietary company and a mutual 
society where they are also limited in their liability to the amount of the funds in 
hand ? — The first great distinction between them is, that in a proprietary company 
the assured do not know the state of their own affairs ; they trust to the proprietors, 
who have the management of their affairs. It is very true that some offices pro- 
fess to give three-fourths or four-fifths of the profits to the assured ; but we know 
very well practically that there are various ways of stating accounts as between the 
assured and proprietors ; and people generally believe, 1 confess I myself believe, 
that the assured in proprietary offices, who are said to get four-fifths of the profits, 
do not get the same four-fifths that they would get in a mutual office. That is 
the belief generally entertained. 

3512. Is it common in proprietary offices for the directors to be paid out of the 
funds of the society for the management of the business, independent of the share 
of the profits which they receive? — I understand so; the directors are always 
paid. 

3513. Independent of the profits they receive ? — ^Yes. 

3514. Then, so far as regards the payment of directors, there would be no dis- 
tinction between a mutual office and a proprietary office ? — No. 

3515. In both cases they would be paid?— Yes. 

3516. Then the real practical distinction between the two classes of offices is, 
that in the one case you think a mutual office has a more perfect control over its 
af&irs, and that it has the whole of its profits divided amongst its assured^ whereas 
in a proprietary office they are not so able to control their own affairs, and not 
so able to know exactly what profits have been made, and that the profits which 
are made in that case are only partially divisible ? — Clearly ; that is the import 
of what I intended to slate. People cannot help seeing practically what happens 
in proprietary offices. To take one case which 1 myself am familiar with: 
there was a proprietary office which commenced with a capital of 8,500/. ; it went 
on for five years, and then there was a provincial office which wished very much 
to be connected with it, and it entered into a transaction with that office, the im- 
port and effect of which was, that the shareholders who had received five per 
cent, on their capital during the five years, received above 100 per cent, of 
profit at the end of the sixth year. Of course all that 100 per cent, must come 
out of the premiums of the assured ultimately. 

3517. Mr. Herdey.'] That is to say, they got 10 per cent, on their capital? — 
They received five per cent, on their capital, and 100 per cent, besides. 

3518. Do you mean 100 per cent, profit, or 100 per cent, on their capital ? — 
On their capital; a man who had paid 150/., received 300/. at the end of the 
sixth year. 

3519. You stated shortly after that as some qualification of it, that they were 
protected by having the management of their own affairs. How wonld that 
operate as a protection ? —They would see re^iularly explained to them the state 
of their affairs. Any disaster of that kind must arise fom the pre.iiiums being 
too low, if such a thing should occur, or from claims coming in heavier than they 
ought to do, or from some extravagance, which the assured themselves would have 
the full power of immediately putting a stop to, or altering. I do not see how it 
could go on until there was any great disaster. 

3520. Let us take this case : suppose the premiums ceased altogether, or ceased 
to such a degree as to be insufficient to form a fund for the purpose of meeting 
claims, how could the management of their own affairs counteract such a con- 
tingency ; that is to say, either that fresh parties do not come in to assure, which 
would be pro tanto a less amount of premiums received, or people might even 
withdraw from the payment of their premiums from some suspicion of their 
not getting paid the amount assured when the contingency happened ? — I appre- 
hend (he case put is that of an office falling off in the extent of the business they 
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do ; if they do fall off the responsibilities fall off in the same way, that is to say, A. Bohertson^ Esq. 

when they do not get more premiums, they do not incur further responsibility. 

3521. We will take the case that up to a particular point, from 1st January in 7 July 1853. 
any year there may be 1,000 persons assured in a particular office; for some reason 
parties cease to have confidence in that office and no more are assured it turning 
out that the receipts from the premiums of the parties actually assured, are insuffi- 
cient, from any of the causes you have named, such as excessive expenses, which 
have been incurred antecedentl}', unfortunate events as to deaths and so forth, 
have diminished the fund so that there is a possibility, as you admitted in answer 
to the Chairman's question, that all the parties assured may not receive their 
claims, and that the last of them will fall short ; now, I want to know how the 
parties having the manageuient of their own affairs can counteract such a state 
of things as that? — I think the parties having the management of their own 
affairs would counteract and prevent any one of those circumstances under which 
such a case could be brought. Having the management of their own affairs 
would prevent an expenditure out of proportion to their means. For instance, 
a mutual office proceeds by degrees ; they do not take heavy cases, they assure only 
for 250 /. or 500/. until they get up to a good average ; and that is an answer to a 
case that was put to you by the registrar. Speaking upon this point, he talked of 
a sum of 300,000 /. beinji assured by one office, and he said, ** Suppose tliat sum 
were to become a <rlaim?" Why you might as well suppose the heavens to fall ; 
you are not to suppose cases of that kind. 

. 3522. Then the result of your answer is merely, that when people manage 
their own affairs they would be sure to manage them in such a way that such 
contingencies as those put to you by the Chairman's question could not occur ? — 
Clearly ; that is my answer. 

3523. That would be the substance of it ? — That would be the substance of 
what I wished to state. 

3524. ChairmanJ] In fact you think a mutual office would be better managed 
th an a proprietary one r — Yes, for the assured. 

3525. Mr. HcnkyJ] People having the management of their own affairs would 
in your opinion prevent such a loss happening? — Yes. 

3526. But if it happened it would afford no remedy ? — No. 

3527. Cfiahtnan.] Is not the whole management of a mutual office left to the 
directors r — No, I do not conceive it is ; there are the directors, there are the 
officials of the company, there are the auditors; these are chosen by the mem- 
bers of the society themselves. 

3528. So that they have an opportunitv at any time of making a change?- - 
Yes. 

3529. Mr. Hcfiley.] That is the case in a certain degree in a proprietary 
company, is it not? — Yes, to a certain degree ; the shareholders appoint the chair- 
man and directors ; but the assured have not any opportunity of examining into 
the state of their own affairs in proprietary, as they have in mutual offices. 

3530. Do you mean the proprietors, or the assured ? — I mean the assured ; 
the assured are in the situation of proprietors, in the mutual office ; even the Act 
says, they are shareholders. In a proprietary office, the inducement to the pro- 
prietors to look inlo their affairs, and to keep the directors straight is the greater 
profits on their shares; in mutual offices it is getting their premiums secured, and 
the profits come afterwards. 

3531. Both have an interest? — Yes ; there are a great many people interested 
in the mutual, and a few in the other. 

3.532. C/iairman.] Do you think the interest is as strong in the one case as 
in tile other ? — It is much more extensive ; but I suspect the interest of the pro- 
prietors is not always the interest of the assured ; they have opposing interests. 

3533 » Mr. Heniey.] In a mutual company of course the interest, though con- 
siderable in each individual, is very much diffused over a vast number of persons, 
and therefore it is possible that it may not be brought to bear in such a concen- 
trated form upon the direction ? — ^Yes. 

3534. Chairman.'] Is there not a great deal of intricate and difficult matter of 
calculation necessary for the good management of an assurance office; and if all 
tliose intricacies of management are brought before a popular assembly annually, 
representing a large body of persons assured, and having no professional or scientific 
knowledge upon the subject, would they be calculated or fit to deal with nice 
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A. Robertson, Esq. questions of that kind ; would the interference of a large popular assembly 
"T"! ' without knowledge of the subject be quite sufficient and adequate to keep the 

7 uy 1 53* society on a fair and proper footing, or might not that be a source of incon- 
venience as well as a source of »afety ? — I do not think so ; I think that people 
perfectly understand their interests in assurance ; to the efiect of being able to 
say whether their affairs are managed well or ill. They could not tell you how an 
actuary came to such a conclusion, or that such a premium should be paid« but 
(hey would compare the premiums one office was charging with the premiums 
of another office. They know who one actuary is, and who the other is, and by 
comparing accounts, and asking questions of each other, I think that generally 
the company are quite sufficiently astute to- enable them to protect their own 
interests. 

3535- It '^^8 been slated before this Committee that it is not impossible that 
a company may be altogether without funds, and in some cases the annual 
expenses may be larger than the whole of the premiums received ? — Yes. 

3536. In such a case there may actually be no assets on hand ; and it has 
been stated by very able and competent actuaries that it does not follow that that 
con)pany is either in a state of insolvency, or in a hopeless state, as to the pro- 
tection of those connected with it ; do you believe there is any popular assembly, 
not understanding the science of life assurance, and not understanding the 
explanation which might be made by scientific gentlemen, that would feel satis- 
fied with that state of things ? — I do not think, upon testing each part of it, that 
they would be satisfied, or tliat any person would be satisfied with it. 

3537. Do you think they would on further reflection? — No. 

3538. Mr. Henley.'] I suppose the fact is, that the actuary's computations in 
matters such as have been suggested, are only to be taken when applying the 
terms they use with the greatest accuracy ? — There is generally so large a mai^in 
added to the real sum required for the risk, that you may be very expensive and 
very extravagant for a considerable period, and yet your assured will be quite 
safe ; and if you, in the course of such extravagance, are able to maintain those 
payments from the improving situation of your office, it becomes then a matter of 
prudence whether you should not do that, and the extent to which you should 
doit. 

3.539- Such a state of things as that being submitted to what the Chairman 
calls a popular assembly, ijjnorant of the principles of assurance law, such a body 
of proprietors might possibly think it prudent to inspect the affairs, and see 
whether that speculative prospect which was held out of future security might or 
miijht not be well founded ? — Yes, I think it would be very proper. 

3540. Very wholesome? — Yes; a very wholesome inquiry. 

3541. In your judgment, then, an assembly of proprietors or persons mutually 
assured, w ith such things on the face of the accounts, discussing present or possi- 
ble difficulties which might by future events be rendered not difficulties at all, it 
would be a very proper course for such parties to look into their affairs and see 
whether that prospect was well founded r — Yes ; I think it would be the duty of 
the directors of such a company, when they met the shareholders, to be able to 
answer fairly and honestly every question that is put to them, either saying they 
have spent more than they ought to have spent, or they have not; if no funds are 
stated they should show some reason for it. 

3542. Do you think there is anything of difficulty and intricacy so inseparably 
connected with assurance companies as would prevent or ought to prevent the 
managing parties of such societies being able to give to their proprietary body 
or parties assured such information as would enable men of ordinary intelligence, 
which such parties may be presumed to have, an opportunity of forming a fair 

feneral opinion of the state of the society? — I do not think there is the slightest 
ifficulty in that ; the awkwardness, and the cause probably of people not being 
fully informed. Is, that offices which are not of a great age, or offices which 
have not been so successful as some others, think they should make a more plausible 
statement, and give a sort of colour to their accounts, they themselves believing 
their affairs good, to make the assured believe them superior to what they really 
are ; and by the competition which takes place, and more particularly by your 
obliging some offices to show their accounts while others do not, there is, I dare 
say, in some instances, a desire to make things appear rather better than in reality 
they are, while at the same time they themselves are perfectly convinced that all 
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they are required to do to make people know that their aflTairs are good and pros- A. JU^rtsony Esq. 
perous is to state the facts fairly. 

3543. Parties not having the moral courage to state the naked truth have given 7 July 1853. 
a complexion in many cases to these things, and instead of being put into the most 
favourable light for honest purposes, they probably would be so sometimes for 

purposes which are not honest ? — Perhaps so. 

3544. And that, in your opinion, would necessarily be mischievous? — It 
would. 

3545. It throws to a great degree the work of discussing the proceedings upon 
parties who ought not to be subject to such a thing ? —Yes. 

3546. Chairman.^ Did I understand you to say just now, that notwithstanding 
the competition which exists among assurance offices, the margin of the premiums 
usually charged is so large over and above the actual risk incurred, that there is 
room for a great deal of extravagance, without runninjf any risk of involving the 
company in any insolvency r — No, I do not think my words were so strong as 
that ; what I said was that the margin is so large, there is room for considerable 
extravagance without importing the insolvency of the company, notwithstanding 
the great competition which exists. 

3547. Have you any further observations r— In the evidence before this Com- 
mittee, there was an objection taken to some clauses that were inserted in certain 
deeds of constitution, which the witness said were sometimes improperly put in, 
inasmuch as the registrar had no opportunity of striking them out; and he re- 
ferred to one with which I happen to be very well acquainted, as a clause which 
he thought was wrong in a deed of constitution. It appears to me, that if I 
wished to refer to a clause, as a proof of prudence and economy in the directors in 
setting an office agoing, it would be the clause that witness referred to, putting in 
half a sentence which he left out. The case he put was that of an assurance 
office, which entered into an arrangement with the manager to give him from the 
beginning, 400 /. a year salary, and four per cent, on the premiums, until the 
salary reached 600/. ; three per cent, until the salary amounted to 800 /. ; and 
2i per cent, until the salary reached 1,000 /. ; and a free policy on his own life 
for 2,000 Ly which free policy (m his life was to be pajable out of the fimds of 
the company. That was the passage as given to the Committee, the conclusion 
of the sentence being left out, viz. ** and that not until the end of seven years 
from the complete registration of the company.'* That is an instance of an 
assurance company finding a manager to take charge of it, whose salary was pro- 
bably 800 /. a year, and who may have been successful in a previous office at that 
rate, and they say, " It is for the interest of our office to have a manager of expe- 
rience and knowledge. Will you agree to take 400 /. a year, half your former 
salary, and have a certain per-centage on the premiums coming up to 600 /. a 
year, 800 /. a year, and so on, and a policy for 2,000 /., which, however, shall 
not come into existence until seven years after the registration of the company? " 

3548. Mr. Henley.'] Then if he died within the seven years the policy was to 
go for nothing r — Not operative until seven years. 



Alea:ander Colvin^ Esq., called in; and further Examined. 

3549. Chairman.] YOU wish to give some explanation with regard to the 
comparative expenditure of old and young offices? — That is a subject which was 
commenced and not completed on a previous day. I would wish to point out 
that there are certain expenses attaching to the Registration Act itself, expenses 
which fall upon the registered offices, which did not fall upon the older offices; 
for instance, the first thing a projected company must do, is to provisionally 
register its name ; then it has to get up a deed of settlement, which has to be 
subscribed to the extent of a fourth part of the proposed capital, and certified by 
the registrar, before it is allowed to completely register. The old offices could 
commence by taking premiums and getting up their deed of settlement at their 
leisure ; in some cases it was not got up until the second or third year, but they 
commenced on the first day to take premiums. The registered offices are not 
allowed to take premiums until their deed of settlement is completely registered 
and certified by the registrar. I find in the case of the 28 offices to which 
reference has been made, that there is an interval between the provisional and 
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A. RobeiUorty Esq. complete registration of from two-and-U'half months to about 16 months ; on the 
average, about seven months elapse between provisional and complete regis- 
7 July 1853. tration ; during the whole of that period, expenses are going on, bul the offices 
are precluded from receiving premiums ; and therefore, though there has been an 
apparent existence for so long u period, yet the actual business existence of the 
office is seven months upon the average less than that ; therefore tliere are expenses 
extending over seven months which must be allowed for, in any comparison you 
institute between those offices and old offices, those expenses being directly entailed 
upon them in consequence of the Act itself. 

3550. Mr. Henley.] What expenses do you mean when you say seven months* 
expenses ? — The compan}' must have a local habitation as well as a name ; there 
must be parties employed to draw the deed of settlement, and get it subscribed, 
therefore all the time expenses are going on. This is also to be borne in mind, 
that the Joint Stock Act of 1844 ^^^s not apply simply to life assurance com- 
panies ; it includes all kinds of joint stock companies; anil the registrar has stated, 
before this Committee, that in some cases complaints have been made of the 
delay which arises at the Registry Office itself, that deeds are lodged there for 
some time before they get a certificate. He mentioned an instance in which he 
had 19 deeds in the office at one time, and was obliged to take them up in the 
order in which they came in. 

3551. Mr. Cowan,'] The eflfect of the Act, as I understand you, is to prevent 
a company doing business until it is completely registered ?— Yes. 

3552. Mr. Henley.] You do not mean to allege that this delay which you state 
to be an average of seven months, has arisen from delay in the Registry Office t 
— No, it has arisen from the provisions of the Act preventing the offices from 
taking preniiums until they are completely registered. The old offices could 
commence taking premiums immediately. 

3553- 1^^ delay you allege, which according to your statement is an average 
of seven months, is a delay occasioned by the parties being obliged to comply 
with the provisions of the Act ; that is to say, they do not get their deed of set- 
tlement in the state which the Act requires it to be in.^ — No doubt it arises from 
various circumstances ; the fact is, with respect to these 28 offices, that they liave 
been in a h,late of abeyance for seven months on the average. 

3554. Have you given one as a period of 16 months? — Yes. 

3555. I understand the state of things was, that the delay arose from this cir- 
cumstance : that two or three designing persons, or not designing but sanguine 
persons, wished to set up a company, and had totally failed in getting the members 
of the company togetlier, until they had formed that which had only existed in 
their own minds before r — 1 cannot state the cause of the delay; but that company, 
which was in that provisional state for 16 months, is rather a peculiar case, because 
it is an office which stands in this very table as having been in existence only one 
year. It had been in existence only one year as regards the receipt of premiums,, 
but it had been in existence two years and four months as regarded expenditure. 

3556. Of the reqiiisites they comply with on their part, one is that the com- 
pany shall be in existence ? — It is in existence when it is completely registered ; 
you are allowed to commence business then. 

3557. What do you mean by being in existence; you say that company had 
been in existence two years and four months, and was only allowed to take pre- 
miums one year ? — Reckoning from the date of provisional registration ; the 
expenses commence from that lime. 

3558. According to your view, when a number of individuals, small as it be,, 
choose to go and register a company provisionally, it is in existence? — Provisional 
existence. 

3559. Chairman.] Are you aware from what period the date of the existence 
of that office is taken ; is it from the entire registration, or from the provisional 
registration? — In this table it is taken from the date of complete registration. 

3560. Mr. Henley.] The only ditference, I understand you to say, is the expense 
of preparing the deed ; whether that is thrown over a period of seven months 
upon an average, or one month, or 16 months, ihe expense of preparing the deed 
must be the same, I suppose ? — Periiaps so ; but still the manager would most 
likely be connected with tlie office from the earliest date. 

3561. The manager of what? — The gentleman who is to take the future 
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3562. You think he would be paid in anticipation ?~Not in anticipation, but A. Cokin, Esq; 
for services rendered. ' 

3563. He would be paid, in fact, for promoting the company, and not for ma- 7 July 1853. 
naging the business ? — Yes. 

3564. Chairman.'] That would be preliminary expenses? — Yes; I mean these 
expenses and others besides are thrown on the younger offices in consequence of 
the Registration Act, and allowance ought to be made for that in any comparison 
that may be drawn. The object I have in view is to show that the difference, 
which has been alleged by some witnesses to exist between the expenses of old 
offices and new ones, arises from there being so many dissimilar circumstances 
between the one and the other, that the comparison ought to be abandoned. 

3565- What you say is, that there ought to be a certain period taken oflf the 
average duration of these new companies for the loss of time prior to their actually 
comn)encing business ? — Quite so. 

3.566. During which expense was being incurred ? — Yes. 

3567. You think that does not apply to the old offices ?— It does not. 

3568. You think the old offices commenced business as soon as they were in 
existence? — Yes; 10 or 12 gentlemen met and agreed to form an assurance 
company, and that same day they might have received premiums. 

3569. Do you think, practically, a complete company for the purpose of 
assuring lives could be got up in one day, or one week, or one month, or whether 
probably several months would not be required for the purpose of getting share- 
holders together ; getting their deed of settlement arranged and signed ; getting 
their capital paid up, and a variety of preliminary matters, before they could 
actually commence business ? — All this no doubt involves delay, but the old offices 
could take the premiums, even from first. 

3570. But could a company be taking premiums until it was actually formed; 
you are aware a company could not be formed until its deed of settlement had 
been both arranged, agreed upon, and actually subscribed ; made agreeable to 
the ^iews of all the parties interested, and finally settled and signed ? — Yes. 

3571. It would not be a company until that was completed, and that must 
necessarily take a certain number of months? — Yes ; but they could and did take 
premiums during that time. We, on the contrary, are prohibited by the Act 
from doing so. 

3572. How could they take premiums; until they had actually signed their 
deed of settlement, the company was not formed? — They did do so. 

3573. Mr. Henley.] Who signed the policies? — The directors. 

3574. How could they become directors until there was a deed of settlement ? 
— They would appoint themselves to be directors. 

3575. Chairman,] Do you speak upon this subject from actual knowledge, or 
is it that you suppose that it has been done r — I have been informed by gentlemen 
connected with the old offices that they did so. 

3576. Do you mean to say they went on doing business when they were not 
constituted into a company, having, in fact, no constitution, no deed of settle- 
ment, taking premiums and signing policies during the whole of that time ? — 
Yes ; so I am given to understand. 

3577* Suppose such a policy were sued upon in a court of law, signed by three 
gentlemen professing to be directors of a company, which company was not in 
existence ? — I should presume the deed of settlement when executed would take 
in all the previous business. 

3578. Would have a retrospective effect ?— Yes. It has been stated before the 
Committee, I think, by the registrar, that in some cases since 1844 offices have com- 
menced business before they were completely registered; I was not myself aware of 
any cases of the kind, but I do find, on looking through the accounts that Mr. 
Thomson's office, the " Colonial,'* really did begin business before they were 
completely registered, but in their deed of settlement they have a provision that 
although the deed was executed on such a day, it should be held to be executed 
on a day some six months previous, thereby bringing in all the business on the 
policies they had done in the interval. 

3579. Then the only object you have in view in this, is to show that the com- 
parison which was made was made under circumstances that were not sufficiently 
advantageous to the young offices?— Yes; the circumstances are altogether so 
dissimilar, that the comparison ought to be abandoned, or some more careful 
investigation should be made before any argument is founded upon it. I should 
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A. CtMs Esq. mentioQ also that three of the offices in this table are guarantee offices as well as 

life offices, and it would be absurd of course to value those guarantee policies by 

JuJy 185a. the tables of mortality, though that has been done by previous witnesses. There 
is one other point as regards the expenditure, viz. : that two old offices gave 
in by-gone iitnes 150,000/. each to the Crown for a charter. They were each to 
have paid 300,000/., but after paying 150,000/. each, they made an appeal ad 
msertcordiamy and got the other 150,000/. remitted. 

3580. In what year uas that? — Somewhere about the commencement of the 
last century (1720). I merely mention that circumstance to show, that the sums 
which those two offices paid for their charters amounted to almost exactly the 
total expenditure of these 28 offices in the 3^ years during which they have been 
in existence, and that it would be a very easy n)atter to draw up a table of com- 
parative expenditure which should tell enormously in favour of the registered offices. 

3581. Mr. Cowan?^ How do you arrive at that fact? — It is mentioned in a 
work recently published on the subject ; Mr. Francis' ** Annnls, Anecdotes, and 
Legends of Life Assurance." 

3582. Chairman.'] Have you any observations to make \^ith regard to the meet- 
ing of actuaries to which Mr. Jellicoe alluded in his evidence ? — Yes ; on the 
second resolution mentioued by Mr. JellicOe, an amendment was moved to this 
effect, " That the Institute of Actuaries having fully considered the history of life 
assurance, the advantages received by the public while its practice was unfettered 
by legislative restrictions, and the injurious effects of the 7 & 8 Vict. c. 110, 
are of opinion that any attempt of the Legislature to check the formation of new 
assurance companies, or to regulate existing ones, can only tend to the injury, and 
not to the benefit, of the public.'' That was the amendment that was moved. 

3583. Was that carried? — It was not carried ; but the original resolution was 
only carried by a small majority. 

3584. That amendment was supported by a considerable number?— Yes; I 
merely mention that to show that there is a strong feeling amongst a considerable 
number of the members of the Institute in fa;Vour of non-interference. 1 may also 
mention, that another amendment was proposed on that occasion, but it was only 
supported by the mover and seconder, and one other member; that 50,000/., 
instead of 10,000/., should be the amount required to be deposited. Tliat received 
no support from the meeting. 

3585. Mr. Cowan.'] Did that take [dace after the appointment of this Com- 
mittee? — It took place shortly after the appointment of the Committee. 

3586- Chairman!] Had it reference to the evidence given before the Com- 
mittee ?— No ; and it was debated at the meeting whether, it was competent to 
the Institute to give any opinion at all upon the subject. 

3587. Have you any opinion to give with reference to Mr. Whilmarsh s and 
Mr. Taylor's evidence, with reference to the offices whose accounts are regis- 
tered ? — Yes ; the first point I would refer to is the alleged unintelligibility of the 
accounts. Mr. Whitmarsh made some strong observations upon that. I think 
if you look the accounts through, you will find that taking them as a statement 
of receipts and expenditure simply, they are tolerably intelligible at all events. 
Some may be not so minute as some persons may desire, but to say that they 
cannot be understood is, I think, going too far. Mr. Whitmarsh said that not 
more than one person in 500 could understand such accounts at all. 

3588. Mr. Henley.] That may be a matter of opinion ? — Yes ; but the pub- 
lication of accounts pre-supposes a certain amount of intelligence in those to 
whom they are sent. 

3589. Chairman,'] Do you not think they are deficient in details ?— Some of 
the accounts which have gone most into details have been attacked as the most 
defective. 

3590. Their accounts may be easier to deal with when confined to a statement 
of receipts and expenditure ; but do you suppose that a simple statement of 
receipts and expenditure is all the Act contemplated in requiring accounts to be 
furnished r — I think as regards assurance offices it does not require such a 
valuation as is gone into for the purpose of dividing profits ; I do not think the 
Act contemplated an annual valuation of the assets and liabilities of an assurance 
i^ompany. 

3591. Do you think the Act did not contemplate any statement of the assets 
or funds in hand ; is there anything in the Act to lead you to think that the Act 

contemplates 
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contemplates a simple statement of receipts and expenditure? — I think as regards a. Cokmy £m. 

assurance companies that was all that could have been contemplated ; but it must — — 

be borae in mind that the Joint Stock Act applies to all sorts of companies, and 7 July 1853. 
it might be a very simple matter for another description of company to state its 
affairs, but it is not so easy for an assurance company. 

3592. I thought you stated to us on a former occasion, that your impression 
was, that the meaning of the Act of Parliament was so different from what you 
have now stated, that you actually went out of your way to make an account 
much more extensive than you afterwards found to be customary or necessary? — 
— I did ; the Act merely says, a full and fair balance-sheet ; there is no anthority 
to determine what a full and fair balance-sheet is ; the Act itself does not 
specify. 

3593. But if you see an account of a life assurance company, or any other 
company, and it contains a statement of how much money is receired in the 
course of the year, and how much is paid, and those two matters of fact only, do 
you call that a full and fair balance-sheet of the affairs of the company? — Not 
as regards an ordinary joint-stock company; but a full and fair balance-^eet of 
an assurance company cannot be made out unless it goes into a valuation of all 
the policies, and I do not think the Act contemplates any valuation of that sort. 

3594. Do you think any account could be called a full and fair balance-sheet, 
which took no notice of the assets on hand ? Do you think that any account 
which did not include that element, whatever else it included, could be called a 
full and fair balance-sheet of the affairs of the company? — The assets on hand 
can be deduced from the receipts and expenditure* 

3595. Would any one single account of the affairs of the company at the end 
of the year, a simple statement of the receipts and expenditure for that year, be 
called a full and fair account? — The affairs of the company are not strictly 
known by any statement which does not include a valuation of all the assets, 
and a full and fair valuation. 

3596. Mr. Henley.^ Be it an assurance company, or be it any other joint-stock 
company, in your judgment, can an account be called fair and full which does not 
contain an account of the assets of the company amongst other items ? — The assets 
of the company are virtually included in a statement of receipts and expenditure; 
they can be deduced from that; if 5,000/. were received and only 2,000?. were 
expended, there must be 3,000 1, remaining as an asset. 

3597. That would be a matter of inference and deduction to be made out from 
the figures. But I ask you whether an account can be considered fair and full 
which does not on the face of it state in figures what are the assets of the com- 
pany? — But assets ought not to be stated without the liabilities. 

3598. We will come to the fiabilities presently ; the assets are one thing, the 
liabilities another ; in your judgment, ought they or not to be stated ?— -They 
ought to be stated in a complete balance-sheet, but I think the form which Mr. 
Thomson suggested is a very proper one ; that you should confine yourself to 
recfeipts and expenditure annually, and periodically give a complete statement of 
your affairs. 

3599. That is another matter, at what periods such accounts might be fit and 
proper to be rendered ; but Parliament having required that there should be 
a statement at a certain time, whether it be one year or seven years, can it be, in 
your judgment, a fair and full account if the account does not show, upon the 
face of it, what the assets of the company are, whether it be an assurance 
or any otlier joint-stock company ?— My opinion of it is, that you ought not to 
take any step towards making a balance-sheet unless you do it entirely. {The last 
Question was read by the Short-hand Writer.) That is a question to which 
I think it is hardly fair to expect ^* Yes '^ or " No " as ah answer. I think an 
imaginary balance-sheet ought not to be prepared, and if a balance-sheet be 
prepared at all, it should go minutely into the affairs of the company. 

3600. I am not asking about an imaginary balance-sheet, I am asking about 
the items of the balance-sheet ? — That item ought, of course, to be in a balance- 
sheet, but it ought to be accompanied by other items ; you ought not, in an 
assurance office, to publish an annual statement of assets without going into the 
liabilities. 

3601. Chairman.'] You think, as well as stating the assets, in order to make 
the account intelligible and just, there ought also to be a statement of the 
liabilities ? — Quite so. 
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A. Colrin, Esq. 3602. Those assets might arise either from monies actually in hand, or tliejr 
■ might arise from calculations upon what payments the company were going to 

7 July 1853, receive, and the liabilities put upon the calculations, viz., what the company 
might be expected to pay upon certain contingencies ? — Yes. 

3603. And you think those things ought to be stated to make a fair and proper 
account ? — Yes. 

3604. And, in your judgment, that could not be conveniently done under 
a period of how many years ? — I think that account ought only to be lodged at 
times when the offices themselves, usually for the purpose of the division of profits, 
get up a balance-sheet themselves, so that the time of lodging it at the Registration 
Office would be the same; I do not think the Legislature contemplated imposing 
upon assurance offices anything beyond this. 

3605. If the Legislature impose the furnishing of an account, to make it of 
any value, to show the position of the society, it ought to contain those elements ? 
— It ought to contain those elements, undoubtedly. 

3606. At what period, in your judgment, would it be a reasonable thing for 
the Legislature to require such an account to be rendered r — I think an office 
ought to be in existence five years before such an account should be required. 

3607. And after those five years? — ^They ought to lodge an account at the 
times prescribed by their various deeds of settlement ; some prescribe annual 
valuations, some triennial, and so on. 

3608. You think that taking a period of less than five years, on account of the 
small amount of business that probably might be done, at least as compared with 
the expenses, would give a view of the position of the office which would not be 
equitable or just f— Yes. 

3609. That is the ground why you fix such a period as five years ? — Yes. I 
also wish to point out that there is so much trouble in getting at the materials for 
such an account annually, that, unless at times when the office is obliged to do it 
for purposes of their own, it would be almost impracticable. 

3610. You mean the expense and trouble would be too great? — Yes, and 
I believe that is the sole reason why the registered offices have not lodged more 
complete balance-sheets. 

3611. Do you wish to make any further remarks ? — I would wish to mention 
that every office publishes, in connexion with its balance-sheet to its shareholders, 
a report of its proceedings ; and there are many things which may possibly appear 
unintelligible in the account itself, which are explained in the report. 

3612- That does not aflfect the question of the return under the Act of Parlia- 
ment ; that does not appear in the Registrar's books as an explanation accompany- 
ing the account ? — I think it would be better that both the report and the account 
should go before the Registrar, if the account is required at all. 

3613. Have you any other observations? — Mr. Whitmarsh said that the 
accounts were all manufactured for the purpose of registration, and that in some 
cases the offices had lodged one account with him, and delivered a vlifferent 
account altogether to their shareholders. That is a very serious accusation ; I 
have not been able to find any instance of the kind. 

3614. Mr. Henley.'] You have just stated that certain accounts have been ren- 
dered to the Registrar-generaPs Office, and that those accounts have been rendered 
to the shareholders, accompanied by explanatory statements ? — Yes ;, that is the 
directors* report. 

3615. Then the fact is, that in certain cases one particular account has been 
lodged at the Registrar's office, and a distinct account, a better account, has been 
presented to the shareholders or policy holders? — The only difference is the report; 
the account is the same. 

3616. Then the report accompanying the account, rendering it intelligible, and 
giving perhaps a totally different view from what the account rendered to the 
public bears upon the face of it, that might have led to such a statement as you 
presume has been given in evidence by Mr. Whitmarsh ? — No, thut is not the 
charge ; the charge is, that one balance-sheet has been given to the sliareholders 
and another balance-sheet has been lodged with him. 

S6i 7. In some cases ? — Yes ; that is a very serious accusation for us as a body 
to lie under ; I think if that has been done by any offices at all, the offices should 
be named. 

3618. If not true in terms, if the facts be as you have stated them, namely, if 
the account itself has not l^een intelligible which was rendered to the public, 
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and there has been made to the proprietary body a report which rendered that A. Cohin^ Esq. 
account intelligible, or put a different face upon it, that in substance would be — — 
nearly the same thing, though not the same in terms? — I do not think that is 7 Juty 1853. 
what Mr. Whitmarsh meant. 

3619. That really would be so? — ^That would not be making any alteration in 
the account itself. 

3620. Certainly not in strict terms, but in point of substance and in truth the 
effect would be the same ? — ^I think not. 

3621. Chairman.'] Are you prepared to say that you have examined all the 
accounts, and that you have found no instance of the kind ? — I do not think that 
I ought to be called upon to prove the negative ; I have never done what is 
charged, and I know many others who have not done it. What I say is, that 
if Mr. Whitmarsh*s statement be true in any case at all, that case ought to be 
specified. I wish distinctly to state that my office has never done any such thing, 

3622. You say it has been stated before this Committee that some offices have 
rendered one account to the Registrar's office, and another account purporting to 
be for the same year to their proprietary ; and you are desirous of staling that, so 
far as you know, neither in your own office, nor in the other offices of which you 
have any personal knowledge, has that been the case ? — Ctertainly ; I have made 
inquiries on the subject within my own circle. 

3623. With your office, and with other offices with which you are connected, 
or of which you have any personal knowledge, such has not been the case ? — 
That is so. 

3624. But you cannot undertake to say that that has not been the case with 
other offices with which you have no connexion ? — I do not pretend to say that. 
I think, however, it ought to be ascertained whether Mr. Whitmarsh referred to 
assurance companies in making that statement, because in a great deal of his 
evidence he referred to joint-stock companies generally. 

3625. Is there any other point ? — I should wish also to make an explanation^ 
Mr. Pateman, in his evidence, mentioned Mr. Alfred Burt as the projector and 
first manager (I think he called it) of my office. Now that is not correct. The 
office which Mr. Alfred Burt started never went beyond provisional registration ; 
it was an office with a somewhat similar name, but it was not the same office. 

3626. Not the same name.^ — Not the same name either, but partially resem- 
bling it. Mr. Burt was never in our office in his life ; the office he did start went 
to the ground. I know nothing of Mr. Burt's private character ; but as it has been 
stated that he was the founder of our office, which is not correct, I merely wish 
to state as a matter of fact, that the office he started was an office with a some- 
what similar title, but not the same.. There is one other point, viz., that provi- 
sional registration has been put forward a good deal, and more importance 
attached to it than need be : every change of name has been put forward by 
some parties as the formation of a new company, and the number of companies 
formed has been magnified by that process. Provisional registration is simply 
paying 5 l. to register a name. That name may be varied before complete regis- 
tration as often as you please to pay a fee of 1 ^. ; and if every change of name 
is to be put down as the registering of a new company, one company niiglit 
easily be put down as nine or ten companies. 



Francis G. P. Neison^ Esq., called in ; and further Examined. 

3627. Chairman.'] WHEN you were examined last, you expressed a very 
strong opinion against the interference of the Government with assurance offices; 
do you wish to state any examples of the evils arising consequently from Govern- 
ment interference ? — During the last few years, I have been a good deal mixed 
up with assurance transactions on the Continent, and I think I can prove clearly 
the injurious effects of such interference on the spread of life assurance in various 
states of the Continent. In fact, although some of the best conducted life offices 
arc on the Continent, still the spread of assurance by means of the local com- 
panies has been very slow ; and I think I am prepared with a considerable 
amount of evidence to show that the great bulk of the transactions on the 
Continent lake place in assurances by English offices. 

3028. To what do you attribute that? — ^To the concessions, which are of a 
v.ry difficult nature, required by the local governments. 
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F.G.P.Neiiohy 3629. You mean the permission to execute that profession? — Yes; the per- 
Esq. mission is given contingently on certain conditions being complied with. Perhaps 

I may give you an extreme instance of its operation, and then some intermediate 
7 July 1853. ones. Up to 1836, bixsiness in assurances might be transaded in Prussia by any- 
party whatever. A company at Gotha, which has the largest number of lives in 
the world assured, if we except a few of the friendly societies, had up to that 
period transacted a very large amount of assurances ; a restriction was in that 
year placed on other companies transacting such business, of a nature to which I 
will shortly refer ; but the Gotha Company was still permitted to transact business 
as before, and up to the present time has transacted a very large amount of assu- 
rances. At present I suppose there are at least 16,000 lives enrolled on their 
books ; that is, existing transactions. The Lubeck and Leipzic were in a similar 
position with the Gotha Company. In 1836, the Berlin Company was formed, 
with the exclusive privilege of transacting assurance business for the period, I 
think, of i,*) years; I think the time expired in 1851. One or two English 
companies, but chiefly fire companies, did establish agencies in Prussia prior 
to the year 1836, and still retained the privilege, but their transactions were 
chiefly directed to the effecting of fire assurances, although they also did some 
amount of life business ; but, what is a remarkable circumstance, that notwith- 
standing this restriction in Prussia, so great was the desire to have assurances 
effected, and as the peculiar constitution of the Berlin Company having pre- 
vented it from holding out those advantages which the people desired ; assurances 
were effected by a considera.ble number of London companies in a clandestine 
manner. 

• 3630. What do you mean by a "clandestine manner" ? — Being contrary to the 
laws of the country. No doubt the intention of the Prussian Government was 
to license the Berlin Company only, and the other companies I have referred to, 
to transact assurance business ; and consequently the appointment of agencies 
was strictly prohibited by an express clause in the privilege granted to the Berlin 
Company ; but that was evaded ; and I think the fact of the evasion shows that 
the restrictive measures were injurious to the people of Prussia ; they appointed 
what were called correspondents, who were^ in fact, agents ; they tried to evade 
the terms of the clause prohibiting the appointment of agencies, by giving them 
another designation, viz., by calling them correspondents, and a large number of 
assurances were transacted in that way. 

3631. If I understand the nature of that company's privilege, it is an attempt 
to give a monopoly to that one company ? — Yes ; I wish to mention that as an 
extreme instance of Government interference on the Continent. 

3632. Mr. Henley.^ I wish to know what was the rate of premiums of that 
Berlin Company, which is stated to have that monopoly? — Its rates of premiums 
were very much like those of the old institutions in this country ; in fact, an echo 
of the practice in this country at the time it was established. 

3633. That is to say, they would be higher^ relatively, to the more improved 
view which has been taken in this country of the value of human life ? — Not high 
with reference to the practice of assurance companies, but high generally. I do 
not think there is a very great disparity in the rates of premiums, with the excep- 
tion of one or two of the oflBces. 

3634. What are called the old offices in this country have higher rates of pre- 
miums than newly established offices? — Some of them have; and others have 
lowered their rates latterly. 

3635. I underbtand one of the Berlin companies takes the same rates of pre- 
mium as the class of offices in this country who may be considered as having 
high rates? — ^Yes ; but still there is very little disparity between the rates of the^ 
Berlin office and some new offices. I do not think the particular scale of pre- 
miums has had much inffuence on the results. 

3636. Chairman,] What other illustrations would you wish to state? — In 
Bavaria, where assurance has made but little progress, the terms of the concession 
are exceedingly difficult ; as also in several other states of Germany. One of the 
terms of the concessions in a great number of these states is, that a certain sum of 
money must be deposited in some securities approved by those Governments, as a 
guarantee for the protection of the subjects in the transactions they may have with 
assurance companies. 

3637. Mr. Geaclh'] Will you allow me to ask you what were the peculiar dis- 
advantages of that company at Berlin which had the privilege for 16 years, which 

prevented 



Digitized by 



Google 



SELECT COMMITTEE ON ASSURANCE ASSOCIATIONS. 335 

prevented persons from assuring with it, in your opinion?— I think, comparing it f. O P. Neison, 
with many companies in this country, there would be little or no difference ; but Esq. 

one company would not suffice to supply the wants of the general population of 

any country of the importance of Prussia. 7 J«Jy 1853. 

3638. But you say there was a great deal of business done by English com- 
panies in competition with that company ; what was the reason, in your opinion, 
why they preferred the English companies to that Berlin Company, if that was thea 
doing the business on the same terms as the English companies? — Taking the 
company with reference to the period at which it was formed, and comparing it 
with companies recently established, its general features are very much the 
same. Very often there is a new company, introducing what may, even by 
those familiar with such companies, be considered an unimportant feature, although 
in fact not of serious importance, but still of so popular a nature that the public 
would be caught by it, and go to those offices. Still, however, even if it were 

B)ssible to show that there really were some disadvantages connected with the 
erlin Company, I am of opinion that they would not be sufficient to account for 
the immense amount of business going elsewhere. Business is got by the activity 
of the agents canvassing and seeking for it. That is the way assurances are got 
in England to any extent now, and I believe it is very much the same elsewhere. 

3039. There being only one company with exclusive privileges there, the 
attention of the public of Berlin was not called to the advantages of life apsurance 
in the way it would be, if there had been a large number of companies competing 
with each other, and having an interest in bringing the general benefits of 
assurance before the public ? — That is precisely what 1 meant to state ; therefore, 
I think that the interference of the Government in that case is an extreme example 
of the danger of it. 

3640. That is by confining the business, so far as the Grovernment have 
interfered, to one company ? — Yes. 

3641. Mr. Henley.] Does the Berlin Company allow commission to agents or 
<rorrespondents ? — Not having the accounts with me, I cannot charge my memory 
with giving an answer. 

3642. That is a great element ? — ^Yes. 

3643. I suppose it is the commission to solicitors and agents v^hich we have 
been speaking of in this room, which stimulates them to bring the advantages of 
life assurance before the view of their clients ? — There is no doubt upon thftt 
point. 

3644. Chairman.] You do not suppose that from the increase of life assurance 
any demand would arise for interference of that kind which does not arise from 
other trades? — I think there is nothing in that respect in life assurance different 
from any other commercial enterprise ; it is a mere buying and selling of a com- 
modity. 

3645. I want to know whether we are to understand that you connect th«t 
monopoly of a single company with the regulations or restrictions, or whatever 
they n)ay be called, which the Act of Parliament imposes upon assurance offices 
in this country, or whether it is not the fact, that instead of having had the effect 
of limiting competition, there has been a great number of offices coming into 
existence, and greater competition has arisen since that Act passed than in any 
equal number of years before it existed ? — I think I can succeed in connecting 
that instance of an extreme monopoly with something which either exists, or is 
quite possible to exist in this country. I can, in njy own mind, connect with the 
investigation of this Committee very serious and solemn consequences; I think 
that an immense denl will depend on the report of this Committee as to the 
future progress of life assurance in this country. I feel, in a very strong and 
decided manner, that Government interference with life asburance, above all other 
matters of enterprise, is to be feared, as being calculated to bring about dangers, 
«nd as being fraught with many evils ; I am therefore very anxious, if I can possibly 
do so, to bring before the Committee examples which seem to me to have a strong 
tendency to show that wherever this Government and other governments have 
interfered, they have done mischief To avert any calamity of that kind befalling 
the assurance institutions of England, they should certainly be looked to as a 
beacon and guide to warn all against government interference with business. 

3646. Mr. Geach^] You have told us of one instance in which a monopoly has 
been established ; are there other instances of the injurious operation of the inter- 
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'. G. P. Netson, ference of the Government in the way you deprecate ? — I shall now mention one or 

Esq. two examples \\hich are types of others, viz. Bavaria and Hanover, and I can, if 

■ the Committee wish, give a list of some 20 or 30 states in Germany, as to the kind 

7 July 1853. ^f conditions which are necessary to warrant a concession for the transaction of 
life assurance business being given ; and I think, throughout all these, the Com- 
mittee will find that they establish this conclusion, that in the states on the Con- 
tinent in which the restrictions are exceedingly severe (and they chiefly relate to 
a deposit of funds), local assurance companies have not been formed, and assu- 
rance transactions among: the people themselves are exceedingly limited. I will 
supply, so far as I am able, the facts for this argument. Before the local govern- 
ments of Germany directed much attention to assurance transactions, that is, in 
the year 1828, the Gotha company was established ; and it was the second com* 
pany established in Germany, and the only one that was progressively ramifying 
itself over the different German states, and thereby has directed the attention of 
the various governments to assurance matters. The reports of the Gotha are an 
example lo all other companies, M'herever they may be established; they give 
not simply a statement of the financial accounts, but all the details connected 
with the assets and liabilities in every way; and they go further; they show not 
only an account of the transactions, but the various states in which they have 
transactions, and the magnitude and number of those transactions. ' The import- 
ance of those accounts soon attracted my attention, and about three years ago, the 
year in which the British Association met in Edinburgh, 1 made an analysis of 
the transactions of the company, from its establishment in 1828 or 1829, and I 
read the results in a paper to the British Association at that time, and it has since 
been transferred to the Journal of the Statistical Society. In that journal you will 
find the paper containing an analysis of the accounts I now allude to, showing 
the number of the transactions in the different states ; and if you connect the 
paucity of these transactions, having reference at the same time to the extent of 
the states, and the population, with the restrictions which prevail in those stales 
as to transactions and agencies, you will find it follows a pretty uniform law. It 
might seem strange that that should be so, even with the Gotha Company ; for 
although the Gotha Company has concession privileges and can transact business, 
still, from the want of competing assuring offices, the people have not been so 
instructed and informed of the benefits of assurances, and the advantages to be 
derived from them, as to recognise the principle in 'any important degree. 

3647. Mr. Geach.] Does not it follow from the habit of the people of the 
Continent to fetter all their industrial pursuits with Government regulations, 
rather than the particular case of life assurance companies ? — I think I could 
show that the habit of the people in Germany, at all events, is much more akin to 
the principles of assurance than in this country or America, where men are beggars 
to-day, and princes to-n)orrow ; there is much less of that in Germany ; they are 
much more simple in their habits, and they tire much more provident ; and 
amongst such a people there is always a greater disposition to provide against the 
uncertainty of lile by assurance. Practically, that is so. 

3648. What are the particular restrictions which are put on assurance compa- 
nies in those stales where you say they do not progress? — ^The chief and most 
oppressive restriction is the necessity of depositing capital. 

3649. Can you tell us what amount of capital they require? — It varies very 
much ; I happen to be lately connected with a company which has had prac- 
tical experience in the matter. The company to which I refer started with a 
capital of 20,000 /., and transacts business in Germany to a very considerable 
amount ; perhaps transacting a larger amount of assurance business in Germany 
(indeed, I think, I may s^ay, decidedly so) than any other English company, and 
there are a great number in the field. 1 found that to comply with the demands 
of the various states would require, not merely that 20,000/., but very nearly a 
million and a half of money, if the system of agencies had been ramified over the 
whole of the Continent of Europe, in the same manner as it is practically done 
over the counties of England. I have been recently in negotiation with one very 
small state indeed, in ^^hich a capital of about 8,000/. would be required for that 
state alone in order to appoint but a very few agents, and, of course, it would not 
be employed to advantage ; and there is no fair prospect, at least immediately, of 
getting any adequate return for a deposit of 8,000/. Of course, the interest paid 
is exceedingly smull, aid besides, it would be doing an act which the managers 
of the company think would be scarcely a justifiable one; it would be sacrificing 
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to a mere section of its assurers 8,000 /., and thus depriving those who really p^ q^ p ^cUun 
produced the 8,000 /. of tlAt portion of the capital. Esq. 

36 ^o. Does it not come to this, that you are called upon by a very small state, 

and for a very limited business, to deposit 8,000/. in some place in Germany; 7 July 1853. 

is that any reason why you should not be called upon to deposit 10,000 /. before 

you establish an assurance companv, in which you may have all the assurances 

of Great Britain, and of the world, if they like to take your policies, for your 

field of operations? — It would te some reason, but I do not think that of itself 

would be a sufficient reason if there no other elements in the consideration ; but it 

seems to me the effects which are produced from insisting on a deposit in those 

instances in Germany would be, to a greater or a less extent, also shown by any 

similar legislation here. 

3651. It would be pretty much as if you were to have a deposit of 8,000/. for 
a company for every county in England, or perhaps for less than a county, for 
every division of a county, and that your business should be limited to those 
divisions of counties ? — Yes ; besides whatever influence such a restriction as 
insisting on a preliminary deposit may have on assurance operations, I think the 
effect of Government interference in such a concern, viz. a mere trading institu- 
tion, which is the only sense in which I can regard life assurance companies or 
societies of whatever kind they may be, is shown by the effect produced by the 
way the Government has interfered with friendly societies and with savings banks ; 
I think there is here a most striking illustration of the want of wisdom in such 
interference. 

3652* Mr. Henley. '\ You have stated that one of the elements why you think 
the foreign assurance companies have not got so much business as might be 
expected, is the necessity for paid up capital? — That is one of the reasons. 

3653. Are there any other conditions of a prominent nature which have been 
imposed upon these companies which you wish to state besides? — One of the 
conditions is, in fact, the very condition which seems to have occupied so much 
the attention of this Committee, that is, the publication of the registered accounts. 
The Hanoverian Government is, at the present time, addressing all the institutions 
in England as well as on the Continent, who have had any assurance dealings in 
Hanover, and wishing a statement of all the financial affairs of the various com- 
panies and their agencies there, and exacting, very probably, that kind of 
information which some have admitted would be beneficial, if required by the 
Government of this country. That requirement has been considered, to some 
extent, a prohibitory one to the establishment of agencies. 

3654. Are these accounts, which have acted, or been supposed to act, as a 
prohibition in some of the instances which you have stated, different entirely from 
those perfect accounts which you have stated to have been rendered by the Gotha 
Society, which has been a very successful society? — The Gotha accounts are 
furnished voluntarily, not compulsorily. 

3655. But if the publication, voluntarily, of these perfect accounts by the 
Gotha Society, has not impeded its doing business, why should it be a hinderance 
to doing business, the adopting of such a process by operation of law ? — I think I 
could show why ; but there is no doubt of the fact itself, that it is a hinderance. 
There cannot be two opinions upon that. I would allow any society to publish,^ 
anywhere they choose, as an advertisement, if they can make out such an account 
as the Gotha Company has done, and as some other companies in this country 
have done with great effect ; let that be done ; but whenever the Government 
makes it compulsory, then that which would be agreeable and effectual under 
other circumstances, ceases to be so. 

3656. I understand your view of it to be, that companies would only publish 
accounts when they could show a favourable state of affairs, and so publish them 
for the sake of inducing parlies to do business with them? — Generally those are 
the circumstances in which they would be published. 

3657. And you think to compel parlies, who cannot show such accounts, ta 
publish the state of their affairs, would be an inducement to parties not to do 
business with them? — Yes; but still I do not think the accounts would of them- 
selves generally entirely govern any party whatever, either the Government, or 
intending assurers, or those who may already have had transactions with them. 

3658. But if you argue it as a material point, which is to prevent both parties 
setting up companies, and parties assuring in them, it must be only because of the 
inference, that if parties did not publish accounts, their affairs would not be in a 
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^ J. p. Neiion, satisfactory condition? — I believe that the accounts in all instances, when really 
Esq. ygjy satisfactory, are made public in some way or oihei^i for the parties managiag 

, , ^ the affairs being men of intelligence, do voluntarily have their accounts made 

7 JuJy 1853. public ; I should judge so. 

3659. That is, when a man's breeches* pockets are full he has no objection to 
show them, but he does not like to show them when they are empty ? — It will 
also depend on the constitution of the company ; I mean financially. Where 
there is a body of proprietors absorbing an immense sum of money, as is the case 
in many assurance companies, they may really have first rate accounts as regarda 
the mere financial statement, ^et they might be deterred from publishing those 
accounts, showing the immense sums of money they are receiving ; that might 
be a motive for withholding them from publication ; I do not know that it would 
always prevail. 

3660. Can you give any information as to the 30 states you said you could 
put in a list of, as to their practice of employing agencies to get assurances? 
— Yes. 

3661. I understand you to say, you proposed to put in a list of some 30 states 
in which the concession to an assurance company is accompanied by conditions 
injurious, in your opinion ; can you also put in to your evidence, at the same tinae, 
any statement as to whether the assurance companies which are in those 30 
states, such as they may be, are in the habit of employing agencies, and if so« 
whether they allow commission?— Yes ; that kind of information I can supply 
with great accuracy ; several of the local companies belong to the slates them*, 
selves. 

3662. Are there any other conditions besides as to a paid-up capital, and the 
necessity of publishing accounts? — In some states, there is a supervision by cer-. 
tain parties connected with the state, and they make it also compulsory in several 
states, that in case of disputes, they should be referred to the arbitration of cer- 
tain parties, so that the common law of the country does not prevail. 

3663. You think that an element also ? — Yes. 

3664. Is there any other? — I think those are the principal ones. 

3665. It seems to be your judgment that assurance has not gone on so exten- 
sively in Germany, or whatever countries these observations apply to, in conse- 
quence of the mode of granting concessions for forming companies? — I am 
strongly of that opinion. 

3666. Can you state any instances, or any reasons why parties should not have 
assured with those companies when set up ; because the reasons you have stated 
rather apply to the setting up of companies, than to parties effecting assurances 
with them when they are constituted ? — I am inclined to believe there is no jwtr- 
ticular reason, farther than that they are not so much alive to the principles of 
assurance and the effects of it; that there must be competition to make the prin- 
ciples generally known, as it would be if there were many companies. But the 
deeds of some of the companies themselves uhich were formed, as I may say, in 
ignorance of the best modes of conducting busine<5s as mercantile enterprises, have 
clauses prohibiting assurances beyond a certain amount. For example, the Gotha 
Company, though so powerful a co!npany, and capable of undertaking very large 
ri^ks, cannot assure more than 1,600/. on a single life. I believe I am correct 
in stating the amount; if it is wrong, I will correct ii. At all events, I know 
that the Lubeck Company, which was established four or five years before the 
Gotha Company, cannot undertake a greater risk than that. The constitution 
of these companies, formed in what may be called ignorance, or want of expe- 
rience, is such, that it is almost impossible to work them with the facility of Eng- 
lish companies. To give one illustration from the Lubeck Company, and t^vo 
other companies, Which I happen to know are in very .similar cirumstances in 
that respect, I shall show what they have been compelled to do. They cannot, in 
the Lubeck Company, undertake to assure more on one life than 1,600/. of our 
sterling money, and consequently landed proprietors and other people having 
large pecuniary transactions to be effected, to whom it is necessary to have assu- 
rances, cannot get risks of suifficient magnitude from these companies, and they 
are driven to English companies. The Lubeck Company, and two other com- 
panies, have eflccted an arrangement with an English company, of whose affairs 
I am fully cognizant ; and they arrange in this way : that where proposals for 
larger amounts are made to the Lubeck Company, or to the other companies, 
they are referred to the English company, but retaining their own maximum; 
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these companies are induced to do that, because they cannot easily deal with their j. q. P. Nnson^ 
own government in bringing about the alterations necessary in their consiitution. ^q 

They secure a connexion, however, in this indirect manner, and still gain some 

advantage, by not losing tlie business wholly. 7 ^^^y i853« 

3667. Then I understand the result of your opinion on the state of things in 
these 30 states is, that the nature of the conditions imposed upon the concessions 
are of that description, that they restrict the number of companies set up, and the 
companies being restricted in number there is not that wholesome competition 
which stimulates theiu by agents and correspondents to enlighten the public 
mind and induce them to adopt those modes of providing for their families'? — 
Exactly. 

3668. That woald be the result in your opinion r — Yes ; in fact it is more than 
opinion ; it is an evident fact ; it is well known. 

3669. That might arise as well from the nature of the conditions as there being 
any?- Yes. 

3670. It does not necessarily follow that if the conditions are prudent, and well- 
suited to their end, that that would be the result? — It does not necessarily follow, 
but I should be at a loss to find any conditions that could be imposed that could 
be at all beneficial. 

3671 • In this country, in the face of conditions which are not presumed to be 
particularly well framed, there has been an enormous increase of business, has there 
not ? — An increase of business, but not so very enormous an increase of business 
as many people iiuagine. 

3673. But there has been even a considerable increase of institutions ? — There 
ha.H been. 

3673. Since those restrictions, such as they are, have been imposed, it is not 
possible to deduce that there has been any stoppage of the setting up of institu- 
tions i — No ; but I think the effect of the Act has been the more ea«y creation 
of weak institutions, than there would have been without it. I think the institu- 
tions which are formed under this Act, do not on the average possess the same 
ineans of producing business which the companies formed prior to the passing of 
the Act did. 

3674. Are we to understand that you think there has been a greater number of 
weak companies started, or a less number of strong ones ? — Yes ; as a conse- 
quence of the Act. 

3675. That is your opinion ? — There is no doubt of it. In fa<t some com- 
panies have been very severely censured for giving a complexion to their 
prospectus by an appearance ot the Grovernment sanction, which the people at 
large very easily recognise and adopt ; viz. : ** Incorporated under Act of Par- 
liament,'* or some other high-sounding phrase. 

3676. That is a mode of gaining strength for a weak company, by holding out 
an apparent security ? — Yes. 

3677. Chairman.^ I believe you have some observations to make with refer- 
ence to the effect which this interference has on friendly societies? — I think 
there cannot be two opinions on the influence which the Government interference 
with friendly societies has had on those societies. There have been a great 
many Committees sitting on the subject of them since 1824, and since that time, 
or since 1828 at all events, we have very extensive information as to the progress 
of friendly societies ; there have been a great many Acts of Parliament, and some 
recent ones, imposing very stringent restrictions ; every succeeding Act, in recent 
years, lias been more strict than the preceding ones, and the effect has been to 
limit the forniation of what are called well constituted societies. I find that a 
Parliamentary Paper has been published, containing some very remarkable 
information on that head. A very valuable Report on the constitution of these 
societies was published by the Committee of the House of Lords in 1847, and 
Lord Beaumont's Act passed immediately upon the issuing of that Report. 
Subsequently Mr. Sotheron introduced another Act, which many preferred as 
embracing a new system of registration, in addition to that included in Lord Beau- 
mont's Act. First, societies might enrol as under the former Act, and be entitled 
to the same privileges as formerly ; again, another kind of societies might place 
themselves under tlie Act with any kind of conditions at all, with any kind 
of tables, or promising any kind of benefits, with any amount whatever of sub- 
scriptions, and such societies would be considered registeied societies. Those 
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F. G. P. Nelson^ are the technical words used ; but the Government for the time being, believing 
Etq. that it was desirable to have another class of societies, the registered societies were 

^ admitted as a sort of compromise upon an application made by the ** Odd Fellows/* 

7 July 1853. and other unenrolled societies, at the period of the passing of the Act, and it was 
declared that certain privileges, of a very ordinary nature indeed, should be held 
out to such societies as should choose to become certified ; certificating simply im- 
plying, as a distinction from the registered societies, that they adopted tables sup- 
posed to guarantee financial stability, having the certificate of an actuary of five 
years' standing:. J think I quote that Paper coiTectly in stating, that during a period 
of 2 J years the total number of societies coming within the last mentioned clause 
only amounted to 20, and I happen to know that nine or ten of those societies, 
nearly a moiety of the 20, were societies having a prior existence, and really were 
established societies, but in order to obtain the advantage which they supposed 
was derivable from being certificated they chose to certify, as they had not certi- 
fied before. Though some limited number of well-founded friendly societies is 
being formed, going on with this slow progress now, I take a large amount of 
blame for having advocated as best I could, the advantages of having the certi- 
ficate of an actuary. I thought it quite essential, but it was in ignorance of the 
feelings of the men connected with those societies that I did so argue ; now I have 
come to be clearly convinced that if those men had not been authorised by any 
Act of Parliament at all, but if they had trusted to the current literature of the 
day, showing the state and condition of their own societies, they would have taken 
a very good method of their own for putting their affairs right, and much 
better than anything that could possibly be administered in the shape of an Act 
of Parliament. There can be no doubt that the tendency of the recent Acts has 
been to deteriorate theclassof friendly societies rather than to elevate them, which 
is a very remarkable illustration. 

3678. Mr. Henley,'] In what sense do you use the word deteriorate? — It has 
given birth to a greater number of " pot-house clubs*' than formerly existed, and 
ihey are essentially weak from the paucity of numbers in each, were there no 
more serious evil connected with them. There are a considerable number of 
persons in some of these ^' pot-house clubs,'* and clubs in village ale-houses, but 
generally the average is 50 or 60 members. 

3679. In point of fact, they did not become registered societies ? — Such 
societies were formerly looked upon, by their own members and others, as 
irregular societies, having no legal status, because they did not enrol. But now, 
having got an easy mode of Government enrolment in the shape of registered 
societies, they are started freely, because they have simply a certificate in common 
with the other societies ; that is, in common witli a body of certificated and well- 
conducted societies. The people now generally look on these as common, and 
consequently now the projector of a friendly society, in connexion* with a pot- 
liouse or otherwise, takes an easy process ; he will not trouble himself to scrutinize 
how the actuary makes tables that will suit the views and feelings of those he meanfi 
to enlist in his society ; he goes and has it registered and certificated, and the 
certificate sounds as well and has all the semblance of security with a poor man 
which another form of certificate may well carry with it. 

3680. The fact ib, that until these societies were allowed to form what you 
designate very inlelligibly as *' pot-house clubs,'* there was no interference at all 
by the Government with them? — Yes ; but the numbers now are increasing. 

3681. That was so ? — Yes. { 

368 2. The consequence of that was, that these " pot-house clubs,*' so formed, 
were continually breaking, either by the frauds of members or insufficient funds, 
«nd the parties assured did not get what they had a reasonable right to expect? — 
Yes. 

3683. It was to endeavour to remedy that state of things that the Legislature 
be^ian to interfere ? — Yes. 

3684. I am not sure whether you gave evidence to that effect, but many 
gentlemen of your profession gave evidence before Mr. Sotheron's Committee, 
that then, in spite of the extent to which the Government interference then had 
been carried, and the securities which the Legislature had endeavoured to cast 
round these things, a considerable portion, if not a large majority of the existing 
friendly societies, were not in a solvent state? — That was so. 

3685. That evidence was given to some extent ? — There is no doubt about it. 

3686. And 
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3686. And with the view of endeavouring to get them into a more solvent state, T. G. P. NeUon, 
more stringent conditions were introduced? — Yes; and those conditions have Ksq. 

had quite the opposite effect to what was intended. 

(i 3687. Do you mean to say they have made the certificated societies less sol- '^ "'"'^ *®53. 

vent, or that compelling persons to come in within the line and conditions to make 

them solvent, they declined coming in at all r — The certificated societies are so 

small in number comparatively, a mere drop in the bucket, compared with the 

great bulk of the societies, that it may be said generally, that so far as the certi- 

^cated societies are concerned, it has had no effect whatever, but it has given birth 

to a great number of registered societies which never can stand. 

3688. That is to say, the men who enter into these societies, not choosing to 
come into the stringency of the conditions, or the amount of payment which 
science teaches is necessary to ensure the safety of the i^cheme they have entered 
into, notwithstandintr join a society which they have found, from their own 
experience, insecure as to the amount of payment, and in which they have no 
legal rights or remedies, inasmuch as they are without the pale of the law ? — 
That is so ; and to show (though it is very remarkable) that that is really the case, 
1 find that the registered societies number ahout 600, while the others are only 
-20 in the corresponding period. 

36S9. In that 600 do you take in all the " Odd Fellows' " societies ?— Only 
those who have got a friendly society's certificate from Mr. Tidd Pratt. The 
registered societies are 600 ; the certificated societies 20, which does not include 
the '* Odd Fellows." Very few of those societies have taken advantage of the 
Act as it was expected they would. A few '* Odd Fellows " have certified as 
friendly societies, both prior to that Act and afterwards, but the bulk have not. 
Had they all certified, taking in the " Manchester Unity,*' the " London Unity," 
and the other unities generally of *'Odd Fellows," you would have had about 
12,000 societies, the Manchester Unity having 4,000, so that the number would 
have been prodigious had they all come under the provisions of the Act. 

3690. You assume that the restrictions by the Government to ensure solvency 
in these societies are such that a number of people do not choose to come into 
them r — Certainly. 

3(^01. And that societies less secure, and less under the protection of the law, 
and which science would teach persons are insecure, are preferred by the bulk of 
the people ? — ^They are preferred simply, I think, because the parties in the bulk 
of cases go to such societies not seeking really what they nominally do purchase. 
Tliese societies, as almost every one is aware, have grown up from convivial clubs 
at remote periods, and they are in a transition state ; some of them are bond fide 
provident associations^ doing an immense deal of good ; but a large number are 
of a different kind, and men enter them for the social relations in which they are 
thereby placed, rather than from the provident provision which societies, profess- 
ing the objects they do, may confer. 

3692. Why do you come to the conclbsion that if there were no Government 
interference at all, parties would enter into societies of the nature of friendly 
societies, which would be secure, and which would guarantee to men, paying a 
periodical payment, the advantages which they had a right to derive from them ? 
— All these societies, assurance societies, and friendly societies, which are very 
kindred in their nature (there is no real difference unless in the magnitude of 
their transactions, and the various people they include in their books), are, pro- 
perly speaking, subjects of mercantile enterprise as any branch of manufacture, 
or any branch of trade is, and they can only be successfully conducted as such. 
I include savings banks in the same category, and the greatest evil which ever 
befel this country, was the Government countenancing such things in any way, 
for the doing so has lent a security which really did not exist to those societies, 
and consequently, a false ground of confidence has been given to the members 
dealing with them, which never should have existed. The proper management 
of these societies depends on skill rather than on any other quality, and the 
whole history, and everything known in connexion with our Government, 
shows that Government cannot bestow skill on any enterprise. The Govern- 
ment, I think, rightly interferes with a certain branch of joint stock companies, 
in which enormous capital beyond the means of private traders is indispensable, 
such as railways, and a few other undertakings ; but immediately the Grovcrn- 
ment goes beyond that limit, it interferes with private industry and enterprise^ 
and then the healthy effect of competition disappears. 

0.55. u u 3 3693. But 
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I.G. P NeUon, 3693. But before the Government interferes, I think yoo will agree that friendly 
Esq- socielies, speaking generally, were on an insecure footing, and were constantly 

breaking up and defeating the ends of parties who had paid money ? — ^Yes, that 

7 JuJy 1853. ygf^ sQ . bui^ J think it may be clearly shown, that it aro,«e to a great extent from 
the circumstances of the case; .from their oriuin and the phages through which 
these societies must of necessity pass generally before they arrive at the condition 
in which they can be said to be safely established. 

3694. Let the cause be what it may, that was so as a fact ? — Yes. 
369.5. Now then, come to another head : we have spoken of a recent alteration 
in the law three or four years ago, the class of societies complying with which you 
8ay are worse than before ?— Yes. 

3696. Are they worse than the original societies? — Yes; the societies formed 
since 1847 £tre worse than the societies formed prior to that time. 

3697. When you say prior to 1847, that is prior to the time when there waa 
any Government interference at all ? — There has been Government interference, in 
a limited shape, since 1828, but not in the same specific form that there has been 
since 1847. An Act was passed in 1828, requiring a certificate; Mr. Tidd Pratt's 
office had its origin in that year. 

3698. There was interference, in a qualified degree, long before Mr. Tidd 
Pratt ? — More as to the legal status it gave to friendly societies. The certificate 
of registration commenced in 1828, the period when Mr. Tidd Pratt's office was 
established, and from that time the quinquennial certificates required by friendly 
societies have been furnished, or at least to a moderate extent, by the societies ; 
and here I think I may justly interpolate a remark to show how ineffectual this 
Act has been in receiving returns. A very small proportion, indeed, of tlie friendly 
societies have since 1828 complied with the requisites of the Act in making 
returns. 

3699. I want to know why, if the friendly societies were in an insecure state^ 
as evidently was shown by the great body of actuaries who gave evidence before 
Mr. Sotheron's Committee, they have been made more insecure than before. As 
to societies of the earlier nature, if I understand yon, the stringent regulations 
which have been imposed on them have not been adopted by many societies mi 
account of their stringency, but a number of new societies have started up which, 
I suppose, you will not take upon yourself to say are secure in their provisions. 
Why do you infer from that state of thin^ that the Government interference 
makes these societies insecure? — I will endeavour to give a more exact statement 
of it. There are two kinds of Government interference at the present time ; one 
is in a very severe sjjape in reference to certificated socielies, and very few of 
these have been formed ; therefore I say, that, practicaUy, the regulation 
with regard to certificated societies may be considered as of no eflcct in 
relation to the bulk of such societies. 1 here is anodter kind of interference 
which simply permits parties to register themselves, and the fact of registra- 
tion allows these societies to demonstrate, whether rightly or not, to the 
people with whom they deal, that they have the Government cognisance 
aiid support by being registered ; and these societies contrive to put themselves 
into the same category as to stability, so far as the Government cognisance goes, 
with the societies formed on a better basis ; viz. certificated societies. There- 
fore, it appears to me, that a false security, given by Government to these societies 
in the mere fact of permitting them to register, is of a very kindred nature with 
another security given to assurance societies recently established, by putting 
them under an Act of Parliament, which really does not control their affairs^ or 
give them any kind of security whatever beyond societies that were not estab- 
lished under such an Act. 

3700. But, without assenting to your opinion, you say it was unwise in the 
Government to secure to the registered societies the legal remedies they have one 
among another, that being the principal thing it appplies to, because it may be 
mferred from that that there is in son)e sense a certificate r — Yes ; wlien there is 
no certificate. 

3701. By having certified tables? — I would not conclude that at all; I would 
rather say that it is quite right to give the members of these registered societies, 
and every society whatever that may be formed for the b^nAfide purpose of 
making provident provisions, all proper legal remedies, and give them facilities 
in cheapness and despatch ; that s^uld lie done with every society, but that 
should be done by a regular Act ; by a law eemaion to tlie country ; that all 

societies- 
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sockties formed for that purpose ahould have easy legal redress, and that legal f q ^p^ KeUon 
redress should not be given to them simply because they are registered under i:sq. 

a particular Act of Parliament. With that Act of Parliament a permission 

should not be given to them to construe that Act of Parliaiiient as a security for 7 ^^b i«53* 
thi ir financial condition. 

3702- If you are to give parties privileges, according to a general law of the 
land, you must lay down certain conditions within which they are to bring them- 
selves so as to know whether they are to be entitled to those privileges ? — I would 
not give privileges ; I would make the legal process, or whatever other name you 
may call it, which was available to those parties, available to every party. 

3703. Mr. Geach.] Before the passing of this Act, by which they should 
register tiiese societies, there were friendly societies existing, and in pot-houses 
there w ere certain clubs ; since that the evils have not been cured, but on the 
contrary, they have a sort of Government sanction, or appearance of it, from being 
registered, which induces the poorer classes to rely on tliese societies and clubs 
more than they otherwise would do ? — That is so* 

3704. Mr. D. Seymour.'] You think that Mr. Sotberon's Act has had the effect 
of increasing the number of *^ pot-house clubs" instead of diminishing them? — 
Decidedly. 

3705. Do you think, on the whole, that Government interference with friendly 
societies has not been beneficial ?'~1 think it has not been. 

3706. ChairmanJ] I should like very much to know your opinion on the subject 
of an institution of actuaries ; how far you think it would be practicable to have 
any test by which actuaries could be limited in their number, or any test of 
ability which might be generally known to mark a skilful actuary, such as at 
present exists in the law, and in the medical profession, viz., going through a 
certain examination, and having a diploma ?-^Perhaps that might be desirable ; 
but it is a very delicate question to speak upon at this moment 

.3707. I wish to know how far you think it would be pr actiirable ? — I should 
scarcly like to commit myself to that at the present moment; if a test could be 
accomplished it would be very desirable. 

3708. Do you not think it very desirable, w hen so much intricate and fine 
scientific knowledge is requisite in the conduct of the business, and when so much 
depends on the qualifications of the actuary, and the advice he gives to his 
directors, us to the ultimate security of the undertaking; that there should be 
some security to the public that those who profess to be actuaries really do under- 
stand their buainess r — Nothing, I think, is more desirable in the monetary state of 
this country ; the functions of an actuary are frequently of a most important 
rmture, and are not now rightly understood ; if it could l>e accomplished (but I 
seeiromenae difficulties in the way of doing it), it would be very desirable; there 
is no doubt of it 

3709. Is it not very frequently the case that young men who have had no. 
previous education to qualify them to become actuaries, start an assurance com- 
pany by way of speculation, and all at once call themselves actuaries ; and may 
not such persons start companies on very insufficient data, and involve the conC'- 
pani^ in very serious ccmsequences ? — There is no difficulty in the way of anj 
person starting a company; if he has the connexion to do it, and he may cal^ 
himself an actuary or anything else ; any man may call himself an actuary; and I 
have no doubt that persons often do assume that name, attaching more importance 
to it than they do to that of secretary ; but I do not think there aije many 
instances in which such men have been enabled to bring about any serious con- 
sequence or disaster, because I think actuaries amon^ themselves generally know 
the capabilities of such men, and have some power and control over them, though 
they may not be acquainted with them. There is a knowledge in the craft, as 
there is in other crafts; and such men, though they may assume the name of actuaries, 
have not the influence which the name legitimately would lend to them. 

3710. Practically speaking, do you think tliere would be any objection to the 
formation of a society, by whatever nauiC you niay choose to call it, an institute 
of actuaries, or anything else, w ho should in reality have enrolled among its 
menjbers men who, by some examination or some test, had proved themselves to 
be entirely qualified for the duties they have to perform? — It is very desirable, if 
it could l>e accomplished. 

371 !. Is it not the case that that particular kind of information, that particular 

quality of mind, has in all our public institutions, universities, and public schools, 
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F. C.P. Neisony been entirely or very much neglected ; and would it not be extreaiely desirable if 
^* the public attention, by constituting such a profession, could be more immediately 

called to it in our great public schools, so that men, as a branch of liberal educa- 
7 July 1853. jj^^^ would acquire what may be termed the scientific education of ihe profession 
of an actuary ? — I think so, quite. It may not be known to all the members of 
the Committee, but it is the fietct, that the duties of some of our leading actuaries 
at the present moment are not by any means confined simply to the business of life 
assurance^ but they ramify themselves into a great number of important matters 
of finance. 

371 2. The science of an actuary involves almost every possible and conceivable 
computation of contingencies, whether in the shape of risk or lite annuities, or 
anything else ; and, therefore, it does develope itself in very numerous ways, ex- 
ceedingly interesting and important to society, and to affairs besides that of simple 
life assurance ? — It does ; in fact it is the whole range of probabilities. 

3713. The whole range of future contingencies? — Yes. 

3714. Every calculation on a future contingency ?— Yes. 

3715. Taken from the observation of averages r— Yes. 

3716. In fact the whole duty of a man in a marine ii^urance office, who com- 
putes the premiums necessary to cover a sea risk, is simply another ramification of 
the duty of an actuary ?— It is. 

3717. If I understand the scope of your observations, the duties of actuaries 
are likely, in the common course of civilisation, and the extension of commerce 
and social institutions, to become extremely extended, and to ramify themselves 
into a hundred forms, which, perhaps, we cannot at the present moment contem- 
plate or conceive. Suppose there were to be a profession of actuaries, much as 
other professions, involving some test on originally entering it, do you conceive 
that that would be for the actuaries themselves, and also for the institutions they 
manage, an immense security in future? — ^There cannot be a doubt of it ; I am 
perfectly certain that would be so. 

3718. Unfortunately there seems to be great difficulty in the first origination of 
such a profession, because there are existing persons who, whether they are all 
equally competent or not, have all a certain amount of competency in their pro- 
fession, acquired either by experience or by study, and who, therefore, probably 
would object to any test : what would be your opinion, supposing an institution 
were established at a particular time, and composed of the existing actuaries, . 
should you think it a fair arrangement to go upon that all existing actuaries should 
be admitted, and that any provision as to a test should have a prospective and not 
a retrospective effect ? — It is very hard to legislate so as to have a retrospective 
effect upon anythin«r, yet there would be a practical difficulty in including every- 
one. There is an example of that to which I need not more especially allude, 
an attempt of that kind has been made amongst themselves, and the difficulty of 
excluding any one who chose to call himself an actuary, when it was known and 
patent to every one that he was but so in name, and amongst bis friends never 
pretended 10 be an actuary, the difficulty of excluding such men from the profession 
was felt. 

3719. Then supposing such a body to be made into a profession, should -you 
think it any hardship that the Government should insist upon an examination of 
all persons present and future?— If the Government took the matter up in a 
proper spirit, I have no doubt that by some management and a little patience, 
they could practically contrive to get over many of the difficulties, especially if 
the leading actuaries, the older men, who would have weight and influence, would 
assent 10 the views of the Government, and co-operate with it ; I have no doubt 
much good might be accomplished in that way. 

372D. Would it not be an extremely difficult thing to allow any discretion on 
the part of those who had to select or constitute the body, and would it not be 
better that the w hole should pass through the same comnAon measure, so that there 
should be no feeling of favouritism, or even any suspicion of it? — The better way, 
no doubt, would be to have a test by examination, or in some other way, and . 
most of the competent younj; men wonld willingly resort to it; but I am afraid 
there are many of decided qualifications, whose qualifications are undoubted, having 
attained such a position and influence in the profession, and advanced to sucn 
a time of life, that they would not like to submit to such an ordeal ; if that 
difficulty were got over, I think practically nothing very serious would be expe- 
rienced by Government taking it up. 

3721. Da 
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3721. Do you think really, that men of sense, men who saw a great public F. G. P. Neison^ 
object in laying the foundation for a profession of such importance, however high Esq 

their abilities might be, however unrivalled they might be, and whatever reputa- 

tion they might have acquired, would object to go before a certain Board of moi, 7 ^^^y 1^53* 
and to answer certain questions, when they knew that it was not really for the 

purpose of ascertaining their qualifications but when they knew it was for the 
purpose of giving effect to a common rule ? — I should wish that they would all 
comply ; 1 should hope so ; I think it would be advantageous. 

3722. Do you think there would be any harm if they did not ? — No, I do not 
think that they would, individually, lose anything at all. 

3723. Suppose a man really had so small a sense of what was due to a great 
public emergency, that he would not submit to an examination of that kind, do 
you think it would be any great harm to the public ? — Put in that way, I am 
inclined to say, no. 

3724. Mr. Geach.'] You have been very strong in your evidence against 
Government interference of all kinds ; but I find that now, when you come to the 
question of the qualifications and certificating of actuaries, you are not so strong in 
your views r — I should not like Government interference there either ; what the 
Chairman has mentioned I do not think amounts to Government interference ; the 
medical profession, and the legal profession, have now a defined status as profes- 
sional men ; and 1 think that is necessary, in order that the actuaries, as a separate 
body^ may be constituted into a profession ; that the first step should be taken 
by the Government by incorporation, or otherwise, and only so far as the mere 
fact of incorporation would extend, to give them a legal status, would I look to 
the Government ; that the Government itself should not interfere after so incor- 
porating and founding a profession of actuaries. 

. 3725. Still there is to be a corporation of actuaries the same as there is of 
surgeons and physicians, and there is to be some examination and some degree 
conferred, which should give a status, as you say, to the persons who practice the 
profession of an actuary ? — Yes. 

3726. To that extent you are willing that actuaries should be protected by 
Government interference? — I think that is a difierent interference. 

3727. There is no interference now ; any man has a right to call himself an 
actuary if he please, but you would put that restriction upon persons who call 
themselves actuaries? — Such an institution, I think, is extremely desirable ; but 
it should be clearly kept in view, that it has nothing whatever to do with any 
trading speculation ; Government should not interfere with trade or industry, 
that I clearly and undisguisedly admit ; but I think there should be a test for a 
certain amount of implied qualification and discipline in a man who may choose 
to plume himself with the title of an actuary. 

3728. Does it not occur to you that precisely the same thing would arise there 
as you have so forcibly stated arose from the interference with friendly societies ; 
viz., that the friendly societies did register for the purpose of getting a certain 
amount of credit in consequence of bemg so registered. An actuary, because he 
may have gone through an examination, is palmed off on the public as an actuary^ 
of skill, and he gets a certain amount of credit because he is so called an actuary^ 
and because there is some Board or some authority before which he comes, 
therefore the public would not take one actuary, perhaps, in preference to^ 
another, or they might prefer a man with a very small amount of ability and a 
small amount of science, to a man who has a large amount of ability and a large 
amount of science ? — No kind of incorporation could produce that effect. In the 
legal profession it has not been felt in the same degree, but in the case of 
physicians and surgeons it has been, and the same influence which prevails both 
in surgery and physic would, I apprehend, prevail in the case of an actuary. All 
men passing through the ordeal would be even then more competent to dis* 
charge the duties they take upon themselves ; lUc men of the greatest industry, 
judgment, and tact, would, of course, take the lead in this profession, as m 
other professions, and they would be on a couimon ground with other professional 
men. 

3729. Chairman.'] Do you think there would be a sufiicient nu'uber to produce 
competition enough, or to give a sufficient choice to secure the public against any 
incompetent person? — I have no doubt the supply would be quite equal to the 
demand for a long time to come, for the incorporation would give a status as well 
as a pecuniary recompense to those who enter the proie^sion, so that there would 
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F. G. p. NeisoM, always be an inducement to a sufficient number to enter it, and to keep up a 
^*^' supply of competent actuaries. 

~ 373^- Suppose you had a body of this kind, should you think it necessary to 

7 July 1853. exclude any person at any period of life, or at any time when they might qualify 
themselves? — Not if he was competent. 

3731. You would not propose, in the suggestions to which you have acceded, 
to confine him to the original diploma, or to an examination at any particular 
period of life, but you would suffer a man to go to be examined, and to be entered 
as a member of the society of actuaries, at any period?— Certainly ; I would not 
fix any limit or any restriction whatever. 

3732. So that a man should go at any time, and obtain a degree, upon under- 
going such an examination as might be necessary ? — Yes ; it seems to me to be 
not coming within the objections usually applied to a restrictive measure. 

3733. Have you ever considered whether it would be possible or convenient 
for all assurance offices to make up their periodical balance sheets at one time,, 
and in a uniform form r — It would be very inconvenient, and 1 think impossible,, 
to make them alike. 

3734. Would it be an inconvenience at first starting, or would it be so at all 
times ? — At all times ; it is a very important duty to make up such a balance sheet 
as 1 apprehend the question refers to. 

3735. Requiring a periodical valuation? — Yes, it is a work of considerable 
labour ; sometimes it will occupy five or six months ; in some instances more thaa 
that. Mr. — — — ^ and some of the other actuaries connected with large insti- 
tutions, have generally required that time. Considering, then, that necessarily 
there must be a number of competent men to discharge that duty, there would not 
be a sufficient number of such men to do it well ; so that if the practice were 
enforced it might become a mere mechanical process. That would be its^ danger. 
I do not see any advantage that would arise from it. 
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1853 p. 38a 

General Cash Account of the University Life Assurance Society for the Year ending 1st May 

1851 p. 384. 

Prospectus of the Sea, Fire, Life, Assurance Society ...... p. 386 

Nineteenth Report of the Friends' Provident Institution ..».-• p. 390 

Statement of Uie Receipts and Disbursements of the National Provident Institution for the 
Year ending the soth November 1852 .........p. 3^2 

Statement of Receipts and Disbursements of the Rock Life Assurance Company for the 
Half Year ending 30th June 1851 ......... p. 394 
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LETTER from John Reddish^ Esq., to J. Wilson, Esq., m. p., Chairman. Appendix, No. i. 



Sir, 7, Grove Villas, Highbary Grove, 28 March 1868. 

Careful consideration has satisfied me that the best course will be to procure a repeal 
of so much of the Act 7 & 8 Vict. c. 110, as refers to Life Assurance Companies, and 
the paHsin^ of nnother somewhat similar to that for the regulation of Joint Stock BanlcP, 
7&8 Vict c. 113. 

If you will refer to ihose two Acts, you will find that before any proceeding to make 
public the intention to form an Assurance Company, the promoters are required to obtain a 
certificate of provisional registration, and to pay a fee of 6Z. (sections 4 and 21), but that 
the promoters of a Joint Stock Bank are neither required to obtain a certificate or pay a fee. 
You will find that the promoters of an Assurance ODmpany are not allowed on the allotment 
of shares to receive a deposit of more than ten shillings per cent, (section 23), but that the 
nromoters of a Joint Stock Bank are required to receive a deposit of not less than 10/. per 
cent, (section 4). You will 6nd that the capital of an Assurance Company may be anything 
or nothing, as the promoters may prefer, but that the capital of a Joint Stock Bank must 
be at least 100,000/. (section 2). You will find that the capital, if any, of an Assurance 
Oompany, may be in shares as snjtall as the promoters please, but that those of a Joint 
Stock Bank must be of 100/. at the least (section 2). You will find that an Assurance 
Company may commence business without any paid-up capital, but that a Joint Stock 
Banking Company must have paid up at least 50,000/. (section 5). You will find that the 
Assurance Companies in existence, when the Act 7 & 8 Vict. c. 110, came into operation, were 
permitted to avoid its provisions if they pleased (section 59), but that Joint Stock Banking 
Companies estsiblished before the passmg of the Act 7 & 8 Vict. c. 113, were compelled to 
fall under its operation within one year, or to wind up their affairs (section 44). You will 
find that the pronioters of an Assurance Company are entitled to a certificate, enabling them 
to commence business, whatever may be the opinion of their ability and intentions 
(section 7), but that the promoters of a Joint Stock Banking Company are entirely 
dependent on the advice Her Majesty may receive from her Privy Clouncil (section 3). Why 
this difference? Surely the public require as much protection from fraudulent or unsound 
assurance schemes, as from fraudulent or indiscreet banking companies, since the contracts 
with the former are generally for life, while those with the latter can be terminated in a very 
short time. 

If, instead of a new Act, it should be thought right to recommend an amendment of the 
existing Act, I should advise that the fee on provisional registration should be raised to 100 L 
at the least, and that the fees on complete registration should be proportionately reduced. 
The fee at present payable for provisional registration is so small as to offer encourage- 
ment to persons of very limited means to open offices for their own advantage merely. My 
opinion, however, is, that the giving of any appearance whatever of legislative sanction to 
schemes at so eaily a period is mischievous. What greater necessity can there be for 
provisional registiation of Assurance Co^npanies than for such registration of Banking 
Companies ? 

The deed of settlement should, I t^iink, be approved before the shares are advertised, and 
should be open for inspection ot all persons interested, that they may have the opportunity 
of knowing what their liability is to be. I think, too, that objectionable clauses would be 
less frequent, and much inconvenience would be prevented, if a printed form, as concise as 
possible, were prepared, and all deviations were required to be distinctly maiked after the 
deed of settlement has l)een approved ; and not till then should the shares be offered, and 
such an amount should be received on them as will prevent their being abandoned should 
no premium be obtainable thereon. I know that by the 26th section of the Act 7 & 8 Vict, 
c. 110, there is a resiriction on the sale of shares ot companies before complete registration, 
but I also know that the smallness of the penalty and the difficulty of detection render the 
restriction useless. 

In the preparation of the Act for the regulation of Joint Stock Banks some attention 
appears to h ive been given to the evidence contained in the Report on Joint Stock Companies, 
ordered by the House of Conmions to be printed in 1844, but very little notice seems to 
have bten taken of it in the preparation of the Act under which Assurance Companies are 
formed. By that IJepurt, Question 316, you will ses that Mr. Peter. Laurie expressed an 
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Appendix, No. i. opinion that a paid-up capital of 50,000 Z. should be required from an Assurance oflSce,and 
— that Mr. Samuel Jones Loyd (now Lord Overstone) recommended that some restraint 

should be put on I he smallness of shares. Though many Life Assurance Companies have 
done very well with much less than 50,000 /., I think it will be admitted that we have now 
arrived at a state which demands that sum, at the least, as evidence of ability and good 
faith. It must be observed, that the money would not lie unproductive, but might be 
invested as beneficially as by the respective owners, if not more so. Supposing it to yield 
three and a half percent., an addition of 750/. from the profits of business would give a 
dividend of 6 per cent. ; and if the promoters of a company cannot see a fair prospect of 
profit much beyond that, they have no right to attempt the estabtisiiment of an additional 
office. 

It is, perhaps, desirable to adopt the rules laid down by the Joint Stock Bank Act, so far 
as they will apply, without any alteratioti ; but I can see no objection to a greater nominal 
capital, and a proportionately less paid capital ; I would, however, strongly recommend 
that the shares of every Assurance Company should be 100 Z., and ihat no person should 
hold a less number than have had 50Z. paid on them. A man who cannot conveniently 
spare that sum, is not a suitable person to guarantee the obligations of a Joint Stock 
Assurance Company. 

By the 7ih section of the preswt Act, it is required that three or more directors, and at 
least one auditor, shall be named in the deed of settlement. I think that the whole number 
to be entrusted with the manageknent during the first year should be so named, and that 
each should be required lo hold shares, whereon at least 600/. has been paid. No person 
Ought, I think, lo be a director who has not 500/. to spare, and sufficient confidence in the 
undertaking to induce him to risk that sum in its success. 

By the 28th station it is enacted that no one shall be a patron, president, or officer of 
like description, unless he hold at least one share. I would recommend that no person 
whatever, the hankers, solicitors, and paid servants of the company excepted, should be 
allowed to be advertised, unless he held as many shares as would qualify him as a director. 
Some of the offices advertise their trustees; but we know tliat the trustees are not required 
to hold a single share, and frequently have not a shilling invested in their names; and we 
also know that members of respectable banking firms ofier their services as trustees merely 
to obtain the company's account, and that, not being under any liabiHty, they do not object 
to being used as decoys. 

The maximum penalties recoverable under the Act are much too small. My impression 
is, that none should be less than 100/., nor capable of reduction by a magistrate. I also 
think it should be the duty of some one employed in the Registration Office to see that the 
penalties are enforced : they are the only persons who have free access to the returns, and 
vho have the means of seeing when the requirements of" the law are evaded. 

I have a decided objection to the advertisement of a nominal capital merely: it is a 
complete deception. The promoters of a company usually fix upon a large amount without 
the slightest piospect of obtaining stibscribers for it, yet ever auer publish it as though all 
had been taken. The only capital I would allow to be advertised is that actually subscribed 
for, and paid upon ; and when that is advertised, I would require that the amount actually 
paid up should also be stated. At page 286 of the Parliamentary Beport of 1844, you will 
read the opinion of Mr. John Gladstone, as follows, viz. : '' I have a decided objection to 
nominal capitals. I tliink it a delusion, and almost amounts to a deception practised on 
the public: Joseph Parkes, Esq., in answer to Question 2409, refers to the subject as 
follows, viz. : ^' I think that a great seduction to the public might be removed by prohibiting 
the inconsistency between the nominal and the paid-up capital." 

I have an equally strong objection to any payment of interest or dividend while any part 
of the paid-up capital is deficient, or which is not produced by interest on that capital, and 
the clear profits of business. I hope ihat any new Act will render the directors personally 
responsible tor payment imder other circumstances. It used to be the custom to form 
Assurance Companies with the understanding that no dividend should be paid during the 
first five or seven years. Such was the case with respect to the Imperial and Guardian 
Offices; but now we find the promoters of new companies advertising that the shareholders 
will at once, and before any profit is possible, have a guaranteed interest of five per cent., 
and other advantages which experienced persons know to be absurd, but which the public 
fully believe in. If you will refer to Question 1250 of the Parliamentary Report of 1844, 
you will find that C. D. (Mr. Vigers) spoke on the subject as follows, viz. : " No dividends 
should be allowed, except out of clear profits, under a heavy penalty. Directors ought to 
be severely punished who lend ihemselves to such a proceeding." 

I wish al>o to call your attention to the practice ol allotting shares to infants and persons 
residmg beyond the reach of our courts of law. Some restriction should be put on this; 
and it should also he considered whether when other business is united with that of life 
assurance, the same fund should be the iruarautee of the whole. 

I think something should he done to discover the amount assured on lives. At present 
a very large sum is spoken of; but it is a mere guess. The law requires a return of ail 
assurances eflfected or renewed on farming stock, though no duty is payable thereon. 
Surety a knowledge of the amount assured on lives is not less important. I am inclined to 
think that the best course would be that of substituting for the present policy stamp an 
annual duty of sixpence per cent, which I am satisfied would yield more to the revenue 
than the present stamp duty does; it would be more just, too, to parties who require 
assurances on lives for short terms, as at present an assurance for one year or less is liable 
to the same stamp as one which may be expected to remain in force for the whole of hie. 
The stamp duty as now assessed is perfectly absurd^ and often leads to the assurance of 
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one penny less than the amount intended^ because the assurance of that penny uould add Appendix, No. 1. 

1/. to the charge for the stamp. The duty averages as nearly as possible 2 5. 6d. per cent*; 

therefore, if* a single payment should be preferred to that which I have suggested, I should 
be glad to see each company required to make a return of new assurances only, and account 
for the duty at that rate, in the same manner as Fire As^urance offices do. Even by this we 
should have a better knowledge of the total of ihe sums assured than we now have. 

You will perceive that I have not yet referred to any other than Life Assurance Com- 
panies as requiring to have a check put upon them; but I think that Fire Insurance 
Companies should not be left unnoticed ; for though parties may generally transfer to 
other offices at the end of a year, there is risk during the year, and serious evil when there 
is a claim, and no funds to meet it, quite as much as in taking the notes atid bills of an 
insolvent bank. 

Assurance Companies should not, I think, be allowed to borrow money; if any be 
wanted, it should be obtained by a call on the shareholders. The obtaining of large 
amounts for the grant uf annuities is another source of danger, which requires watching. 

Before the passing of the Act 7 & 8 Vict. c. 110, the managers of the then existing 
offices were disinclined to make any returns of their transactions; not because they had 
anything to fear from an examination of them, but becatise they thought that it might be 
made a step towards a mischievous interference. Recent inquiry leads me to believe 
that thty would now readily consent to make returns similar to those referred 10 by 
Mr. Morgan (pages 57 and 58 of the Report o( 1844), to be used for the satisfaction of the 
Government only, or for the use only of those who think proper to pay a fee for inspecting 
them. The publication of the accounts filed under the Act may have been uaeful in 
exposing to some o\ us the abuses of the privileges given by it. The natural infeience 
when the Act was passed was, that they were intended to enable Government to keep a 
check on those uhose proceedings threatened to subject the assured to loss, and not for 
publication. 

The Act 7 & 8 Vict. c. 110, has done much mischief, by giving an appearance of Par- 
liamentary sanction to schemes of the wildest nature. Before it came inio force, an 
Assurance Company stood little chance without a special Act ; and no such Act could be 
obtained without a tolerably searching investigation by Committees of both Houses of 
Parliament. 

I only recollect one more subject on which I need trouble you, viz. the bearing of these 
suggestions on mutual offices. I have not one word to say against some of the old 
established mutual offices, but, in my opinion, the mutual pnnciple has been too much 
lauded ; and now that estabhshing Life Insurance Companies has become a trade, there is 
more to fear from the recently formed mutual offices than from those having a proprietary, 
since the claims under the policies cf the former extend no further than to the money there 
may happen to be in the cash-box, while those in the latter extend also to the pockets of 
the shareholders. Years ago» when the law of mortality was little known, the mutual 
principle was the only one on which people dared venture. As knowledge began to spread, 
persons were found bold enough to risk their money as proprietors, and no doubt they did 
so successfully, there being little competition, high rates, and many other cirjcumstances 
in their favour which do not exist now. For some time there were only two classes of 
offices ; one divided all the surplus amongst the assured, the other divided the whole 
amongst the shareholders ; but now the distinction is very trifling, four-fifths of the sur- 
plus of the proprietary offices being generally divided amongst the assured, and only one- 
fifth amongst tne shareholders. I have a strong impression that the additional security 
afforded by a respectable proprietary is generally well worth the sacrifice of so small a 
proportion us one-firih. The recent formation of a number of mutual offices may be 
regarded by the public as evidence of the superiority of the mutual principle; but those 
who know some of the promoters, strongly suspect that the mutual plan was selected only 
because it was easier to get directors who had nothing to pay than it would have been to 
procure men of substance. To prevent an increase of such offices, I should recommend 
that, in the first instance, the same qualification should be required as for a proprietary 
office, and that the guaiantee fund should remain intact till two actuaries, approved by the 
Board of Trade, or other authority, have presented a report, satisfactorily showing that 
the number and amount of assurances in force, the annual premiums payable thereon, and 
the premium fund in hand, are sufficient to render the guarantee capital unnecessary. 
The Economic Office began with a capital of 25,000/., with the condition, that when the 

«roprietors could be safely released, the assured should have the power of releasing them. 
I^hat can be more absurd than to issue a policy for some thousands of pounds, when 
the premiums in hand are insufficient to pay the debts of the office? 

If an Act similar to that for Joint Stock Banks should be thought necessary, special pro- 
vision should be made in reference to the Mutual Offices already established. Any of them 
able to show that the number and amount of existing policies, the premiums receivable^ 
and the cash in hand, are sufficient to render them safe, should be allowed to register 
under the new Act. Those who cannot show themselves to be safe, should be disposed 
of by being united to other eitoblishments, or by other equitable arrangements. 

I am, &c. 
(signed) John Reddish. 
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A ppendix, No. 2. 
FORM of Annual Account proposed to be prescribed for Adoption by Life 



Part 1.— ACCOUNT of Receipts and Expenditure of the 



RECEIPTS. 

To balance in hand from last account • 



To Amount of Receipts, being addition to the direct liabilities of the 

Company, viz. : 

£. i. d. 
To amount received from shareholders on account of capital ! 

„ „ borrowed on security of the Company's assets - 



To Amount of Receipts, being conversion of assets of the Company into 

money, viz. : 

£. $. d. 
To amount of loans repaid 

investments called in 

property sold 






To Amount of Receipts, being returns upon the Company's business, viz. 
1. Receipts not involving any future or contingent liability : 



To amount of interest on calls in arrear 



» ?» 



interest and dividends on investments 



£. ». d. 



2. Occasional Receipts, involving future annual liabilities: 
To amount received for purchase of annuities 



3. Annual Receipts, involving future occasional liabilities : 

To amount of premiums on policies formerly granted • 
premiums on policies granted during the 
year .-.-•-- 



£• s. d. 



£. s. d. 



» » 



Less re-assurances 



To Amount of Receipts not falling under any of the foregoing heads^ viz» : 

£• s» d. 
To amount 






£. & d. 
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Insurancb Companies, and to be Registered under the Joint-Stock Companies Act. 

185 , to 185 inclusive. 



Appendix, No. i. 



Insurance Companji from 



EXPENDITURE, 

By Amoant of Payments by way of Investment, viz. : 

By Amount advanced on policies - - - 
,, „ lent on mortgage - _ _ 



£. s. d. 



invested on ditto 









s, d. 



By Amount of Payments, in extinction of Liabilities of the Company, viz. ; 

I £. s. d. 
"By Amount of arrearji of interest and dividends paid - i 
„ „ loans repaid - 



By Amount of Payments in connexion with the Business of the Company, viz. 

1. Payments constituting a Charge on the Business : 

£. «. d. 
By Amount of shareholders' dividends 
„ „ interest on borrowed money 

9f » 



income tax 



Expenses of Management, viz. : 



Commission 
Medical fees 
Salaries, &c. 
Sundries - 



£. s. d. 



2. Payments in discharge of Liabilities involved in annual receipts of 
former years, viz. : 

£. $. d. 
Claims on policies expired 
Bonuses thereon - 
Policies surrendered - 



3. Payments in discharge of the proportion becoming due during the year, 
of annual Liabilities arising from former receipts, viz. : 



Old annuities 
New annuities 



£. $. d. 



By Amount of Payments not falling under any of the foregoing heads, viz. : 



» » 79 

99 99 99 



£. s. d. 



By balance in hand 
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Part 2.— STATEMENT of Liabilitibb and Assets of 



LIABILITIES: 
Paid-up capital ----.---.--. 

Money borrowed -- 

Interest and dividends due and unpaid --.-...• 
Bffls and accounts payable ........... 

Sundries ---.....-.... 

Balance of Assets presently available for discharge of the liabilities 
undertaken by the Company .... ... 




Value, as ascertained at the last valuation made down ta the ' , 

of £. the amoimt of sums insured by policies tlien outstanding 

Value of £. , the annual amount of the annuities then payable, or to 
become payable .--. 



These amounts are now subject to the following Deductions and Additions, viz. : «. 
Deductions : 
So much of the above sum of £. , as was the value of] 



the sums (amounting to £• ) insured by policies, which > 

have &llcn in since the valuation . .' . • .J 



So much of the sum of £. , as was the value of £. 

the amount of the annuities which have ceased to be pay 
able since the valuation .•••.. 



:) 



£. s. d. 



Decrease in value of the remaining annuities included in thel 
valuation, and still payable from the date of the valuation I 
to this date J 



Additions : 

Increase in value accruing from the date of the ] 
valuation to this date, to so much of the above > 
sum of £• , as still remains payable -J 

Value of the sums insured by policies issued since 
the valuation, and classified as follows; viz. : — 

£. s. d. 
On lives from to 10 

10 to 20 



20 to 30 - 
30 to 40 - 
40 to 6a - 
50 tp GO - 
60 and upwards 

£. 



Value of Annuities amounting to £» 
annum, granted since the valuation 



per I 



- - not yet 
valued. 



- - not yet 
valued. 



- - not yet 
valued. 



- - not yet 
vdued. 



- - not yet 
valued* 



- - iMt yet 

valued. 



Balance of Assets over Liabilities at the date of this account, subject to modifica- 
tion by the yet unvalued additions and deductions above-mentioned 



Joint Stock Companies Registry OflSice,! 
April 1863. * J 
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AS«ET6: 
Value of InTestments on the securities under-mentioned, yiz : — 
Of £. invested on . . . . 

Of£. ^ - - . - 

Of£. „ - - . - 

Value of houses and other property of the Company 
Cash advanced on security of the Company's policies 
Accounts due and bills receivable --.-•• 
Cash on hand ..•-..... 
Stamps on hand - .-----.. 
Balances due by agents .•---... 
Sundries -----.-.•, 



£ s. d. 



Balance of Assets, as above stated -..•... 

Yvloa, as ascertained at the last valaatioii made down to 
£. per aniMUQ, then receiTable as premiums £»* insurances ofl^o^ 



This value k notr subject to the fidlowing DeductMns^and A4ditiotta» Tia. 
Deductions: 



So much of the above sum of £. , as was the value of the 

premiums (amounting to £. ) ou the policies which 

imve fallen in since tSe valuation .... 

I>eorease in value of tbe remainder of tbe said somof £. 
from the dale ^the vidnation to this date 



-} 



Additions: 

Value of the premiums which have become re- 
ceivable since the valuation, and classified 
as follows; viz. : — 



Premiums on insormnoe efleoted 
ou lives aged — 

between and 10 years • 

„ 10 and 20 „ - 

^ 20 and 30 ^ - 

9^ SO and 40 ^ - 

,9 40 and 50 99 - 
M 50 and 60 „ 

9, 60 and upwards - 



£. 



£. $. d. 



£. s. d. 

• - not yet 
ntlned« 



- - not 
valned. 



yet 



- not yet 
valned. 
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Appendix, No. 3. PAPER delivered in by W. T. Thompton^ Esq., 5 May 1863. 



LAWS of New York, Seventy-second Session, Chap. 308.-— Passed 10 April 1849. 

Extract from the Seventh Section of " An Act to provide for the Incorporation of 

Insurance Companies." 

Nor shall it be lawful for any agent or agents hereafter to be appointed of any company 
incorporated by any foreign government, other than the States of this Union, for the purpose 
of insurance, to transact the business of insurance in this state without procuring a certifi- 
cate of authority from the Comptroller, such agent or agents having previously'furnished 
evidence to the satisfaction of the Comptroller of the State that such company has invested 
in the stocks of this state, or the United States, an amount equal to the amount of capital 
or security required by this Act; and such stocks are held in trust by citizens of this state 
for the benefit and security of such as may effect insurance with him or iliem; and the 
agent or agents furnishing satisfactory evidence as afoi*esaid, shall be entitled to a certi- 
ficate thereof from the Comptroller as aforesaid; the statements and evidences of invest- 
ments required by this section shall be renewed from year to year, in the month of January in 
each year; and the Comptroller, on being satisfied that the capital securities and investments 
remain secure as at first, shall furnish a renewal of certificates as aforesaid, and the agent 
or agents obtaining such certificates shall fill the same, together with a copy of the state- 
ments on which it was obtained or renewed in the office of the clerk of the county in which 
such agency shall be established, and shall cause the same to be published in at least one 
newspaper published in such county; any violation of the provisions of this section shall 
subject the party violating to a penalty of 500 dollars for each violation, which shall be 
sued for and recovered in the name of the people by the district attorney of the county in 
which the agent or company so violating shall be situated ; and the said penalty, when 
recovered, shall be paid into the treasury of said count]^; provided thai all companies incor- 
porated by any government other than the States of this union, which may have appointed 
such agent or agents before the 1st day of March 1848, may hereafter appoint a new agent 
or agents in the case of the death, resignation, or removal of an agent or agents previously 
appointed : the term agent or agents used in this section shall include an acknowledged 
agent or surveyor, or any other person or persons who shall in any manner aid in trans- 
acting the insurance business of an insurance company not incorporated by the laws of this 
state. 



LAWS of New York, Seventy-fourth Session, Chap. 95. — Passed 8 April 1851. 

** An Act in relation to all Companies transacting the Business of Life Insurance within 

this State." 

^ 1. Every company or association transacting the business of life insurance within the 
Slate of New York, shall, on or before the first day of August, in the year 1851, deposit 
-with the Comptroller of this state the sum of 50,000 dollars, and on or before the 1st of 
February thereafter, the further sum of 50,000 dollars, in public stocks of the United States^ 
or of this state, or stocks or bonds of either of the incorporated cities of this state ; and 
which stocks or bonds shall be at or above par at the time of such deposit, or in bonds and 
mortgages, on unincumbered improved real estate, situate within this state, and worth at 
least 50 per cent more than the amount of the mortgage thereon ; and the president or 
agent of every company shall annex to every mortgage his affidavit that said mortgage was 
made and t^iken in good faith for money loaned by the company which he represents, to 
the amount therein named ; and that no part thereof has been ^incc paid or returned, and 
that he has reason to believe, and does believe, that the premises thereby mortgaged are 
worth at least 50 per cent, more than the amount of the mortgage thereon; and the 
Comptroller shall prescribe such r^ulations for ascertaining the title and value of such real 
estate as he may deem necessary ; provided, however, that companies or associations esta- 
blished, or which may commence operation in this state by agents or otherwise, subsequent 
to the passage of this Act, shall, before obtaining the certificate required by the Act to 
provide for the incorporation of insurance companies, passed lOth Apnl 1849, ae|>osit with 
the Comptroller the sum of 100,000 dollars in securities, as hereinbefore specified. 

§ 2. The Comptroller shall hold said stocks, bonds, and mortgages as stfcurity for policy 
holders in said companies; but shall, so long as any company so depositing shall continue 
solvent, and shall comply with all the requisites of the laws of this state applicable to such 
company, permit such company to collect the interest or dividends on its bonds and mort- 

fages or stocks, so deposited ; and from time to time to witlidraw any of such securities, on 
epositing with the Comptroller other like securities, stocks, or mortgages, the par value of 
which shall be equal to the par value of such as may be withdrawn; each mortgage so 

substituted 
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the Comptroller shall subscribe such regulations for ascertaining the title and value of the L 

real estate covered by the mortgage so substituted, as he may deem necessary. 

§ 3. It shall not be lawful for any person to act within this state, as agent or otherwise, 
in receiving or procuring application for insurance in, or in any manner to aid in transacting 
the insurance business of any company or association not incorporated under the laws of 
this state, until he has procured a certificate from the Comptroller that the company or 
association for which he acts has complied with all the provisions of this Act ; and for every 
certificate so obtained the sum of three dollars shall be paid to the Comptroller. 

§ 4. Every company or corporation organised under the laws of sister states or foreign 
governments, and transacting the business of life insurance in this state, shall, within three 
ni(«nths after the passage of this Act, and on or before the Ist day of February in each 
year thereafter, furnish to the ComptrolU r, and also publish in the state paper, daily for two 
weeks, a statement, verified by the oath of their president or principal officer and a majority 
of their directors or trustees, showing the amount of paid-up capitiil and accunfkulations 
of which they are possessed, and specifying the securiiies in which they are invested, with 
the amount of each ; the number of policies and the amount of outstanding risks thereon ; 
the sevei'al amounts received in premiums and from other sources for the current yeair ; the 
amount of claims remaining unpaid ; the amount of fund reserved for re-insurance; the 
amount of premium notes held by the company on account of policies in force; the amount 
ijf premium notes, if any, held on account of policies upon which the risk has terminated ; 
the whole number of policies issued or continued through their agencies in this state, the 
amount at risk thereon, and the gross amount of premiums received therefor in t!»e year 
preceding their repot t; the number and amount of losses paid through their agencies during 
the same period. 

§ 6. It shall be lawful for the Comptroller, whenever he shall deem it expedient so to do, 
to appoint one or more competent persons, not officers of any life insurance company doing 
buFinesA in this state, to examine into the affairs of any life insurance company incorporated 
in this state, or doing business by its agents in this state ; and it shall be the duty of the 
officers or agents of any company doing business in this state, to cause their books to be 
opened for the inspection of the person or persons so appointed, and otherwise to facilitate 
such examination, so far as it may be in their power to do ; and for that purpose, the Comp- 
troller, or the person or persons so appointed by him, shall have power to examine, under 
oath, the officers and agents of any company relative to the business of said company ; 
and whenever the C<)mptroller shall deem it for the interest of the public so to do, he shall 
publish the result of such investigation in one or more papers in this state. 

§ 6. Whenever it shall appear to the Comptroller, from examination made under his 
direction, that the assets are not sufficient to insure the outstanding risks of any company 
incorporated in this state, he shall communicate the fact to tlie Attorney-general, whose 
duty it shall then become to apply to the Supreme Court for an order requinngthem to show 
cause why the business of such company should not be closed ; and the Court shall there- 
upon proceed to hear the allegations and proofs of the respective parties ; and in case it 
shall appear to the satisfaction of said Court that the assets and funds of the said company 
are not sufficient as aforesaid, the said Court shall decree a dissolution of said company, 
and a distribution of its effects, including the securities deposited in the hands of the Comp- 
troller: the Supreme Court shall have power to refer the application of the Attorney- 
general to a referee to inquire and report upon the facts stated therein. 

§ 7. Whenever it shall appear to the Comptroller from the report of the person or persons 
appointed by him, that the affairs of any foreign company as aforesaid are in an unsound 
condition, he shall revoke all such certificates \n behalf of such company, and shall cause 
a notiBcation thereof to be published in the state paper for four weeks, and the agent of 
such company is, after such notice, required to discontinue the issuing of any new policy. 

§ 8. When any company transacting the business of life insurance within the State of 
New York shall desire to reUnquishits business, the Comptroller shall, on the application of 
such company or association, under the oath of the president or principal officer and secretaiy, 
give notice of such intention in the state paper at least twice a week for six months ; and 
after such publication he shall deliver up to such company or association the securities held 
by him belonging to them, on being satisfied by the exhibition of the books and papers of 
such company or association, and the examination aforesaid, and upon the oath of the 
president or principal officer and secretary of the same, that all debts and liabilities of every 
Kind are paid and extinguished that are due or may become due upon any contract or agree- 
ment made with any citizen of this state. 

I 0. Every violation of this Act shall subject the party violating to a penalty of 500 
dollars violation, which shall be sued for and recovered in the name of the people, by the 
district attorney of tlie county in which the company or the agent or agents so violating 
shall be situated, and one-half of the said penalty, when recovered, shall be paid into the 
treasury of said county, and the other half to the informer of such violation; and in case 
of the non-payment of such penalty, the party so offending shall be liable to imprisonment 
for a period not exceeding six mouths, in the discretion of any court having cognizance 
thereof. 

§. 10. So much of the Act passed April 10th, 1840, in relation to the incorporation of 
insurance companies as is inconsistent with the provisions of this Act, is hereby repealed. 
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From Francis Whitmarsh, Esq., Registrar J. S. C, to J. Wikon, Esq., Chairman. 

Joint Stock Companies' Registry Office, 
Sir, Serjeants' Inn, 18 May 1653. 

I BEG leave to transmit to you a Return of all the Insurance Companies provisionally registered and com- 
pletely registered, under the Act 7 & 8 Vict c. 110, down to the 30th of Apnl last, with the other particulars 
re^^ing such companies called for, so £eu: as set forth in the Returns re^tered under the said Act. 

With regard to the Return called far of Companies formed for the busmess of Bankipg, I beg leave through 
you respectfully to inform the Committee, that Companies for the business of Banking are ^^presdy excepted 
from the operation of the Act 7 & 8 Vict. c. 110, and that I have therefore no informatian from which to make 
any Return. 

I am, &c. 
(signed) Frs. Whiimarsh, Reg. J. S. C. 



TABULAR STATEMENT of the Insubance Companies Provisionally Registered under the Act 7 Ic 8 Vict. c. 110, 
in each Year, from the passing of the Act to the dOth April 1853, showing the Number of these which have been 
Completely Registered; and also the Nnmber of Completely Registered Companies which are still existing, the 
Number which are Dissolved or Abandoned, and the Number which have failed to make Returns during the 
present Year. 
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APPENDIX TO REPORT FROM THE 



Appendix No. 5. 



Appendix, No. 5. 



PAPERS furnifihed by Thomas Rowe Edmonds, Esq. 

TABLE showing the Decrement per Cent, through Death, in successive Periods of Five Years 
of Age, experienced in the Amicable and Equitable Life Assurance Societies, among those 
whose Membership exceeded Five Years and Fifteen Years respectively ; with which is com- 
pared the Mortality at the same Ages contained in the Swedish and the Carlisle 
Tables. 



QUINQUENNIAL INTERVAL 


Amicable 
Membership, 

exceeding 
Five Years. 


Equitable 

Membership, 

exceeding 

Fifteen Years. 


THEORETICAL TABLES. 


of 
AGE. 


Swedish, 

otherwise 

'« Mean" MortaUty. 


Cablislb» 

otherwise 

"Vfllage" Mortality. 


40 to 46 - 


6-70 


7-77 


7-53 


6-31 


46 to 50 - 


7-85 


8-32 


8-67 


7-28 


60 to 56 - 


10-09 


10-53 


9-97 


8-38 


66 to 60 - 


13-38 


13-53 


12-87 


10-84 


60 to 65 - 


20-50 


18-34 


18-30 


15*50 


66 to 70 . 


25-99 


25-61 


25-66 


21-89 


70 to 75 - 


37-14 


34-41 


35-28 


30-41 


75 to 80 . 


48-32 


45-44 


47-18 


41-26 


80 to 86 - 


64-31 


, 52-85 


60-80 


6418 


86 to 90 - . - - 


7493 


68-58 


74-69 


68-18 


Deaths observed - - - 


1579 


2238 


— 


— 



TABLE showing in successive Decennial Periods from 1700 to 1860, the Average Annual Rate per 
cent, of Births, Deaths, and Increase of the Total Female Population o£ England, 



TEN YEARS. 


Births 
to 100 Uving. 


Deaths 
to 100 living. 


Excess of 

Births 

over Deaths. 


Theoretical 

Annual Rate 

of increase 

of 
Population. 


Observed 

Annual Rate 

of increase 

of 
Population. 


Annual 
Marriages to 
100 Females 

living. 


1701 to 1710 - 


3-78 


317 


-61 


_ 


^^^ 


^^^ 


1711 to 1720 - 


3-63 


3-29 


•34 


— 


— 


.^ 


1721 to 1730 - 


3-79 


3-58 


•21 


— 


— 


— 


1731 to 1740 - 


3-85 


8-58 


•27 


— 


— 


— 


1741 to 1760 - 


3-88 


822 


•66 


-72 


.— 


.— 


1751 to 1760 - 


3-80 


2-88 


•92 


-80 


^^ 


— 


1761 to 1770 


3-76 


2-83 


•93 


•88 


- 


1-86 


1771 to 1780 - 


3-73 


2-86 


•87 


•98 


• 


1-79 


1781 to 1790 - 


3-68 


2-68 


1-05 


1-09 


- 


1-78 


1791 to 1800 . 


3-64 


2-36 


1-18 


1-21 


- 


1-69 


1801 to 1810 . 


348 


206 


r37 


1-34 


1-32 


1-69 


1811 to 1820 - 


8-37 


1-86 


V52 


1-49 


1-51 


1^60 


1821 to 1880 - -r 


8-46 


1-95 


1-50 


r49 


r49 


1^69 


1831 to 1840 . 


8-40 


2-06 


1-35 


1-34 


1-38 


1-57 


1841 to 1850 . 


3-38 


2-16 


1-22 


1-21 


1-21 


1-67 



Note. — ^The incre^e of population previous to the year 1800 has been calculated according to the 
law of increase observed in the 60 subsequent years. The baptisms and burials have been recorded 
continuously for every year subsequent to 1780, and for every tenth year antecedent to 1780. The 
burials recorded previous to the year 1820, with five per cent, added for omissions, have been treated 
as the true number of deaths. The contemporaneous additions made to the registered baptisms was 
20 per cent., in order to obtain the true number of births. 
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Appendix, No. 6. 

STATEMENT of Views entenained by the undersigned Managers of Lifb Assurance Appendix, No. 6. 
Offices in Scotland, with reference to the contemplated Amendment of the Law — ^ 

regarding Life Assurance Associations, now under consideration of a Select Commiiiee 
of the House of Commons. 



The undersigned have anxiously considered whether any, and, if so, what suggestions 
should be made> for the amendment of the Act 7 & 8 Victoria, cap. 110 (5th September 
1844), with a view to the better regulation of Life Assurance Offices. 

That some alterations of the present law are necessary is generally admitted ; and the 
appointment of ihe Select Committee to inquire into the subject gives a hope that full 
information will be obtained, and a remedy applied. It seems mo^t important maturely to 
consider what alterations may be best calculated to promote the ena in view; and the 
undersigned deem it very desirable that, as Managers of Life Offices in Scotland, they 
should, if possible, concur in some general recommendations. They have no doubt of the 
possibility of such regulations being framed as will secure, at least to a very considerable 
extent, the objects aimed at : of checking, on the one hand, the evils which have been 
found 10 exist ; and of guarding, on the other, against any unnecessary restrictions being 
placed upon existing Offices, or impediments thrown in the way of the establishment of new 
Associations founded on sale and correct principles. 

The evils, for which a remedy is sought, consist not so much in the adoption of in- 
sufficient rates, or the fraudulent misappropriation of the premiums received ; they have 
rather arisen from the recklessness with which new offices have been instituted, and 
the unwarrantable expense incurred in forcing them into notice, and in seeking 10 procure 
business. 

The Ai.t of 1844, which, it was hoped, would have prevented these evils, seems to 
have failed in its object, partly from its not having enforced the giving in of sufficiently 
full and distinct returns; and partly, perhaps chiefly, because the powers and duties 
of the registrar hare been practically limited to recording any returns made to him, 
without his being enabled to test their accuracy or compleieness, or \o apply any remedy 
in the event of their showing the aff*airs of the Company to be in an unsafe or even insof- 
rent condition. 

It appears to the undersigned, that while a more complete system of reiums is abso- 
lutely necessai-y, and may go far to operate as a check upon fraudulent or imprudent 
schemes, by affording a means of discovering the true state of cucir affairs, some further 
provi-iion must be made, im behalf of the public, for the exposure and prevention of 
such schemes. It will not be enough to leave this to the interference of private persons, 
to whom it must always be a dehcate and invidious task, as well as a dangerous one. 
Still less is the ordinary check of public opinion sufficient on a subject of this kind, 
which, besides its natural intricacy, is liable to be further obscured by bold and ingenious 
misrepresentations in matters as to which the great mass of the public have little informa- 
tion, and in regard to which they will scarcely take any interest in the warnings that may 
be addressed to them. 

Some additional powers roust therefore be given, to ensure that the returns are regularly 
and correctly made, according to the prescribed forms; that they truly represent the 
actual state of the affairs of the office; and that they exhibit sufficient evidence of its 
solvency. But, at the same time, it is to be feared that were the registrar, or any other 
Government officer, to receive too inquisitorial powers of examination and control, it 
might interfere unnecessarily and huitfully with the free scope and responsibility of private 
management, and might tend to give false impressions of the degree of security which can 
be afforded by such control. An opinion has been expressed, that nothing short of the 
appointment of a Government officer, with full power to require each office to furnish 
minute details of its business, and calculations of its liabilities, made upon prescribed 
data and according to a fixed rule, will meet the requirements of the case. The under- 
signed, however, are not prepared to recommend this ; and are, besides, of opinion that 
it is veiy important not to go beyond what will be generally acquiesced in as necessary 
and desirable, and that the returns should, as far as pos^^ible, be confined to a state- 
uient of facts, unencumbered l>y problematical calculations, which must necessarily be 
founded upon (iata regarding which there exist considerable diversities of opinion. 

Many recent companies have been established, uniting with the business of Lire As- 
surance vaiious new objects, as to which there are no ascertained data for estimating 
the risks undertaken. Among such may be mentioned the guarantee of fidelity, and 
of rents and titles, building schemes, provisions for sickness, and the taking of small 
loans on deposit. To such combinations the undersized are strongly opposed; and 
they would suggest that powers be given to the registiar to refuse to issue certifi- 
cates for offices that propose to unite any such schemes with the ordinary business of 
assuring lives. 

0.55. 3 B 2 Holding 
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Appendix, No. 6. Holding these general views, the following suggestions are respectfully offered towards 
-— the amendment of the existing law : — 

I. At the establishment of every new association, there ought to be lodged with the 
registrar, in addition to the deed of settlement, as at present provided, a copy of the prin- 
cipal prospectus issued by the oflSce, with the chief taoles of rates, and a distinct statement 
of the data on which these have been calculated ; all certified by not fewer than two of 
the directors, and by one of the principal officers of the association. 

II. There ought to be lodged annually, instead of the balance-sheets hitherto required, 
accounts, to be prepared in certain forms, to be appended to tlie Act, which shall exhibit fully 
and distinctly the following particulars, viz. : — 

(l.) The amount of the proprietors* subscribed capital (where such exists), and the 
amount which has been paid, the number and amount of shares, and a list of 
the shareholders. 

(2.) The amount of the life assurance, or premium fund, distiujiuishing the sums set 

aside to provide for bonuses, if any, or reserved as a guarantee fund. 
(3.) The amount of the total funds invested, and the mode of their investment. 
(4.) The amount of all debts and outstanding claims. 

(6.) The number and amount of the whole existing life policies, and of the annual 
premiums payable under the same, specifying those issued during the year for which 
the return is made. 

(6.) The amount of all bonuses, if any, previously declared upon these policies, with the 
dates at which such declarations have been made. 

(7.) An abstract of the whole receipts and disbursemenis for the year, classified under 
the various heads of receipt and expenditure. 

(8.) Similar particulars to those above specified, for the annuity or any other branch 
of business which may be carried on under the sanction of the registrar in con- 
junction with life assurance. 

III. At each period of investigation and ascertainment of proBts, there ought to be lodged 
a certified copy of the states or accounts submitted to the partners or members of the 
a!=:sociation in connexion with such investigation, which should exhibit distinctly the amount 
of the subsisting assurances, and of the premiums receivable on account of them, classified 
according to age, and also the tables of mortality, the rate of interest, and the other data on 
which the investigation has been made. 

IV. At the estahli»hment of an office, there ought to be raised, and permanently invented 
in Government securities, in such manner ns to be beyond the control of the association, the 
sum of 10,000/. 

V. No dividend or interest ought to be allowed to be paid to the partners of a com- 
|jany, nor any bonus to be allocated to policy-holders, until an investigation and calcu- 
lation of profits have been made, not sooner tlian at the end of five years m)m the formation 
of the society. 

VI. It ought to be the duty of the registrar, in every instance where the regulations have 
not been fully and properly complied with, according to the terms and spirit of tlie law, 
and also, in every instance, where the returns exhibit any features of a questionable cha- 
racter, to report the same specially to the Board of Trade, who should have power to apply 
some efficient remedy. 

VII. A copy of the returns made to the registrar ought to be annually laid before Par- 
liament. 

It is believed that the regulations above sus:gested would secure to a great extent the 
object desired, without affording reai^onable ground of couiplaint in any quarter. It will 
be seen that they resolve themselves into three branches, on each of which a single ob- 
servation niny be made : 

1. It is proposed to enforce more detailed returns, so as to carry out the real object of 
the existing law. The Act of 1844 evidently contemplated that almost the whole of the 
atbove particulars should be supplied for the information of the public; but as it appears 
that there is no remedy under that Act for evasive or incomplete rel urns, it seems necessary 
now to particularise more in detail the information sought for. 

2. It is proposed to detnand the permanent investment of a sum of 10,000/. on the 
formation of all new associations, and to prevent the division of supposed profits until it 
shall be ascertained, after a proper interval, that such profits have been made. The under- 
signerl, in fixing on a sum to be invested in the way proposed, do not profess to aim so 
much at securing the permanent stability of the association as at affording a test of the 
ion« ^es and respectability of the parties by whom it is established. They believe the 
sum proposed will be sufficient for this purpose, as no mere adventurer< could comply with 
the regulation ; and it is probable that where parties have even a sutn like this at slake, over 
and abi'Ve what other funds they may have raised or expended in establishing an office, 
they will be somewhat careful as to its prudent management. It will afford aUo no incon- 
siderable security to the policy holders in case of the scheme being abandoned or mis- 
managed in its earlier years. To require a much larger amount appears unnecessary. If 

the 
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the business goes on for a few years, any sum that can be reasonably required at the out- Appendix, No. 6. 
set must eventually bear so small n proportion to the engagements, and to the other invested — ~ 

funds of the concern, as to afiford little additional security. At same time, to require a large 
amount would probably operate ns a complete bar to the formation of new institutions, and 
so create a monopoly in favour of existing offices; a result which the undersigned have no 
desire to promote. 

3. It is proposed that certain limited powers of interrerence should be given to the 
Board of Trade upon the report of the registrar ; and it is hoped that this may be effectual 
-to accomplish the purpose in view ; but, at all events, the experiment should' be tried, and 
if further control should hereafter be found necessary, the more complete returns which 
shall have been obtained in the meantime will have furnished materials for further legisla- 
tion. They may also have served to promote, amongst those interested in life assurance, 
more correct and healthy views as to what constitutes the true prosperity of a life office; 
and if the subject should require to be again dealt with by Parliament, many of the ques- 
tions on which actuaries differ at present, and which now interpose a serious difficulty in 
the way of more minute regulations, may have been settled and set at rest. 

John Mackenzie^ Manager and for behoof of the Scottish Widows' Fund 

and Life Assurance &)ciety. 
Gilbt. L. Finlay, Manager of the Edinbur<!h Life Assurance Company. 
George Ramsay^ Manager of the Scottish Union Insurance Company. 
Chas. F. Griffith^ Man' Scottish Provincial Ass*^ Company. 
Robt. Christie, Manager of the Scottish Equitable Life As8«« Soc^. 
H. D. Dickie, lor the Caled" In8«» C^ 
Wm. Chalmers, for Northern As^** C^ 

tf\ Smith, Manager, English and Scottish Law Life Ass*^ Assoc". 
John M. M^CarSilish, for the National Insurance Company of Scotland. 

Edinburgh, 25 May 1853. 
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ANCHOR LIFE ASSURANCE COMPANY. 



BALANCE SHEET of the Anchor Life Assurancb Company, 
from 1 October 1849 to 30 September 1850. « 



Rbceipts. 



Total receipts, as per 
Cash Book - - - 


£. s. d. 
65,799 10 11 


£. 


65,799 10 11 


To Liabilities : 
.Liabilities - - - 


109,715 15 1 


£. 


109,715 15 1 



EXPENDITUBE. 



By total expenditure and 
investment, as per Cash 
Book- 

Balance at bankers' 



£. 



To Assets : 

To assets, including ba- 
lance at Bank 



£. 



£. 8. d. 

63,154 - 4 
2,645 10 7 



65,799 10 11 



109,715 15 7 



109,715 15 7 



0.66- 
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APPENDIX TO REPORT FROM THE 



.Appendix, No. 7. 



EQUITABLE SOCIETY. 



Dr. 



GENERAL CASH ACCOUNT of the Equitable Society 



Receiyed for assurances on single liyes 
On the longest of two lives 
Annuities after an assigned time 
Suryivorship annuities 

Amount of new assurances 

Entrance money - - - I 

Policy money - - - - 

Extra premiums for sea risk and^ 
residence out Europe - -J 

Commuted premiums 

Annual premiums on old assu-^ 
ranees - . - - .J 



Number 

of 
Policies. 



112 
3 
4 
2 



Sums Assured. 



£. 
140,260 

1,900 



121 



Forfeits - - - - 
Dividends on stock - 
Interest on mortgages 
Interest on Exchequer Bills 



£. 292 Ann. 
£. 100 Ann. 



142,160 
£.392 Annuities. 



Casli ReceiTed. 



£. s. d. 

5,123 2 6 

31 18 6 

146 10 6 

146 17 - 



To cash repaid which had been lent on mortgage 

To the produce of 40,000 1. Exchequer Bills sold 

To the produce of 280,000 /. stock sold out of the 3 per Cest. Consolidated 1 
Bank Annuities ---------. -j 

To the produce of 400,000 L stock sold out of the 3 per Cent. Reduced Banki 
Annuities ------- ----.j 

To a further dividend from the estate of Messrs. Boldero & Co. • . - 

To balance brought from the 31st December 1851 ..... 

Stock in the Funds : 

£. 1,895,000 in the 3 per Cent. Con8ols\ « « oe* /^-,.^ • r, 

£. 1,960,000 in the 3 per Cent. Reduced/' ^•»>855,000 - - 3 per Cents. 

Cash on mortgage (including 1,000 /. secured by"| £, s. 

the assignment of a claim for that amount by U 4,070,444 18 
a son of one of the mortgagors) . - -J 



d. 
8 



26 April 185a* 



Audited hj William Daeres Adams. 
Frederick Cotvper. 
David Martin. 
P. H. Le Breton. 



£. 



5,448 8 6 

371 3 6 

305 7 6 

705 6 2 

2,334 14 - 

218,254 5 6 

120 - - 

124,200 - - 

136,833 6 7 

910 - - 



489,482 11 9 

17,000 - - 

41,887 10 - 

278,950 - - 

394,143 15 - 

80 11 4 

13,661 15 3 



1,230,206 3 4 
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Appendix, Nu.7. 



Cr. 




By claims paid on policies in- 
cluded within the prifileged 
number of 6,000 - • 



} 



Bj claims paid on policies not'l 
included in the abore number • j 



O.S. 81 

N.S. 82 

—163 



171 



Policies. 



104 
99 



-203 



12 



215 



By additions to claims 



By annuities to claimants ---... 
By ditto paid pursuant to orders of the General Court -^ 

ion dividends - • £. 3,622 10 -n 
on interest of mortgages -3,990 18 101 
on interest of E/ch^- 
quer Bills - - 26 10 loj 

By returns of premiums and forfeits .... 

By sundry Disbursements, viz: 

General expenses - ..... 
Rates and taxes -...•• 
Stamps- -.---., 
Stationery for the year 1851 .... 
Painter's and glazier^s ivork ditto, including 

painting outside of the Society ^s house - 
Law charges (ordinary) for the year 1851 • 

„ ditto - on mortgage account - 
Printing for 1861 ... - • . 
Assessor of the City of London for income tax 

on salaries- --.-•. 

Directors' attendances for the year £. $. d. 

ending 29th April 1852 - - 2,000 - ~ 

Less Income Tax - - - 58 6 8 



Cash Paid. 



Auditors for the year 1852 .... 
Coal 

Ground rent .---.-- 
Repair of hot-water apparatus in strong rooms 
Upholstery and upholsterer's work ... 
Salaries -..-...• 



Lives* Policies. 



(Included in/ O.S. 5 
6,000 I^N.S. 26 
— 31 
Not included - 4 

35 
By cash paid for 14,023/. additions surrendered 
By cash laid out on mortgage - - - 
By balance remaining on the Slst December 1852 



6 
31 
—37 

4 

41 



0.55- 



3B4 



£. «. d. 
311,433 12 - 

16,128 19 - 



1,482 3 - 
100 - - 



666 6 3 

275 8 6 

778 8 6 

97 13 5 



89 14 
174 11 
155 8 

42 14 



142 18 4 



1,941 13 4 

131 5 - 

35 2 - 

135 18 4 

65 - - 

118 14 10 

3,057 10 - 



£. s. d. 



327,562 11 - 



362,619 19 - 



690,182 10 - 

1,582 3 - 

7,639 19 8 

681 - 6 



7,902 17 7 



707,988 10 9 

22,208 13 - 

10,173 14 6 

455,270 - - 

34,565 5 1 



1,230,206 3 4 



Arthur Morgan, 

Actuary. 
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APPENDIX TO REPORT FROM THE 



UNIVERSITY LIFE ASSURANCE SOCIETY. 



Dr. 



GENERAL CASH ACCOUNT of the University Lifb 



RecMved for assurances on single lives 
Ditto ----- joint lives 



Renewal premiums on 1,808,647 L Bs. 1 d, assurances 
Extra premiums for sea risk, residence out of Europe, &c. 



Interest on loans, mortgages, Long Annuity investment, &c. 
Dividends on stock, Sec. ---•-.. 



Amount received for interest on Exchequer Bills • . - 

N.B. — Income Tax allowed and not included in above Receipts, viz. : 

On loans and mortgages - - - - £.288 16 11 

On annuities and dividends - - - 617112 



£. 806 8 1 



Proportion of Long Annuities paid off : 

Consolidated Long Annuities to Jan. 1860 - - A account 

Ditto - • ditto - - ditto - - - B account 

Ditto - - ditto - - ditto • - - C account 

Annuities for Terms of Years to Oct. 1850 - - A account 

Ditto - - ditto • - J«n. 1860 - • B account 

Anglo-Greek Bonds : 
Amount of Bonds drawn and paid off - - - A account 
Ditto - - - ditto • - . . . B account 
Amount of surplus dividend received towards liqui- 
dation of Premium - • - - - « A account 
Ditto - - ditto - - ditto - - - B account 

New Five Per Cent Stock : 
Amount of surplus dividend received towards liquidation of price 
paid above par --------- 



Amount of bonus received on Reversionary Interest Co. shares 

Sinking Fund for Redemption of Rent Charges for Terms of Years : 

On account of lease at Bagnigge Wells . . - • . 

Ditto - - - - Arbor-square - - • . • 

Amount received for Stock and Exchequer Bills sold : 

10,000/. Three per cent. Consolidated Annuities - • - 

8,800 /. Exchequer Bills -------- 

Deduct gain on Exchequer Bills carried to Dividend Account 



Amount of loans on mortgage, kc. paid off - 
Ditto of tithe loans paid off - 

Ditto received on account of fines - 

Ditto of discount on a claim - 

Ditto profit and loss - - - - 



Ditto received for policy stamps ------ 

Ditto standing to the credit of a mortgagor, after paying 
interest due -------- 



Balances. /Messrs. Drummonds 



ICo. of Polidet. 



54 

1 



55 



£. s. d. 

1,762 16 6 

024 4 4 

4,046 3 5 

488 18 8 

2,107 12 7 



440 - - 
240 - - 

85-7 
81 6 - 



8,453 14 3 
4 11 5 



Sam Assured. 



£. #. d. 

57,872 - - 

1,400 - - 



59,272 - - 



45,421 14 8 
57 10 - 



18,464 13 3 
10,324 15 5 



23,789 8 8 
4 11 5 



9,320 15 6 



846 6 7 
15 2 11 



51 1 3 
70 4 10 



Cash Received. 



£. s. d 
5,992 6 1 

47 2 8 



9,787 10 - 
3,449 2 10 



5,460 - - 
1,537 16 10 



6 7- 
8 2 11 
5 15 - 



7,027 7 5 
95 2 7 
13 18 10 



6,039 8 9 



45,479 4 3 



51,518 18 - 



23,794 - 1 



10,191 5 
70 10 



121 6 1 

13,186 12 10 
6,997 16 10 



20 4 11 
124 12 6 



24 11 11 



7,136 8 10 



113,186 2 - 



J^.B.— Total Amount invested in Funded Property, &c. 
Ditto 



Mortgages, Loans, Leasehold Rent Charges, Sec. - 

£. 
And the Income thereon is estimated at 24,563/. ^^^ 



£. s. d. 

. ! 307,034 17 7 

322,329 8 3 



629,364 5 10 
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UNIVERSITY LIFE ASSURANCE SOCIETY. 



Assurance Society for the Year ending 1 Maj 1861. 



Cr. 



No. of Policies. 



By amount of claims paid on account of 1849-1850 
Ditto . . - ditto - . - 1860-1861 



Additions to claims on account of 1849-1860 
Ditto ... ditto - . 1860-1861 



Lives. 
7 
10 

17 



Amount paid for cancelling policies amounting to 900 /. 
Ditto • ditto • • . additions on policies 



Return of premium on account of difference in age • 



Establishment Account : 

Paid rent of Society's house. No. 24, one year to Lady-day 
1861 

Paid rent of Society's house. No. 26, one year to Lady-day 
1851 

Sundry disbursements for taxes, receipt stamps, advertise- 
ments, &c., to April 1861 -...-. 

Stationery, printing, account books, kc* .... 

Directors -------.-- 

Resident director --.---.• 

Auditors -- .•. 

Medical fees --------. 

Corresponding directors --.-•.. 

Secretary and clerks -------. 

Annuity to Mr. Draper's widow ------ 

Messenger, coals, candles, &c. •---.. 



17 
13 



30 



Cash Paid. 



£. s. d. 
18,100 - - 
13,860 - - 



81,950 - - 

6,196 - - 
3,309 10 - 



41,464 10 - 

90 11 10 

4,041 13 3 



Paid sundry bills for repairs, kc. 
Paid solicitor's bills • 



^ Paid gratuity at quinquennial valuation 1860, Mr. Willich 

Ditto ditto Clerks 

Paid fee Mr. Griffith Davies 



Amount invested in Government Securities : 

8,000 /. Three per Cent. Consolidated Annuities * 

7,000 /. 3^ per Cent. Annuities . - - - 

14,000 Z. Exchequer Bills - - • • . 



Amount lent on mortgage and other securities - . • 
Amount paid on account of interest and bonus on capital 

30,000/. 

Amount paid of annuities granted in lieu of additions to policies 



Amount paid for purchase of policy stamps - 
Amount of Premium paid on account of a mortgagor 



n , 1 Messrs. Drummonds • 

Balances, Isecretarv- 
1 May 1861. j^-:;^^^^^^ - . 



340 
142 

366 

145 
1,200 

800 
60 
74 

167 

1,114 

40 

170 



1 - 
9 10 

12 3 

2 - 



11 - 
- 5 
6 11 



46,686 16 1 
23 16 8 



4,690 


2 


6 


44 


15 


3 


36 


7 


8 



1 

200 






115 


. 


- 


36 


16 


- 



7,748 16 - 

6,810 - - 

14,628 19 4 



11,177 19 - 

169 7 7 

44 12 2 



4,671 6 4 



351 15 - 



29,087 14 4 
12,352 - 9 



1,773 15 

800 7 

130 - 
7 13 



11.391 18 9 



£. 113,186 2 - 



Examined and Approved, 31 May 1861. 

/ . j\ (James Adey Otrle, m.d. 
(ugned) {oeorge P,ime: 
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Funded and other Property of the Ukiversitt Life Assurance Society. 



Description op Stock, &c. 


Amount of 
Stock. 


CoBt of stock, &c. 


EBtimated Income. 


^ per Cent. Annuities (late 8J) - 

3 per Cent. Reduced Annuities ... 

8 per Cent. Consols 

New 5 per Cent. Annuities - - - - 

Ea^t India Stock 

Bank Stock 

Anglo- Greek Bonds 


£. s. d. 

118,866 9 - 

11,228 14 2 

8,000 - - 

2,862 10 - 

1,500 - - 

16,696 1 7 

24,840 - - 


£. #. d. 

116,248 19 2 

9,877 10 - 

7,748 15 - 

8,174 10 8 

3,803 7 6 

84,226 18 - 

26,749 16 10 


£. 8. d. 

8,846 - - 
336 - - 
240 - - 
127 - - 
162 - - 
1,336 - - 
1,085 - - 




188,473 14 9 


201,829 16 2 
90,676 2 1 


— 


Long Annuities - - - per annum 


18,023 6 - 


•3,193 - - 


Exchequer Bills - 


292,506 18 3 
14,000 - - 14,628 19 4 


819 - - 


Amount of mortgages, loans, leasehold rentl 
charges, &c, - - - - - -J 


. 


307,034 17 7 
822,829 8 8 


18,980 - - 


Balances in the hands of Messrs. Drummondsl 
and the Secretary / 




629,364 6 10 
11,891 18 9 


— 


Total on 1 May 18{ 


a . . . £. 


640,766 4 7 


24,563 - - 



* The difference between this amount and the total annuity received is carried to the redemptioa 
of the cost 



SEA, FIRE, LIFE, ASSURANCE SOCIETY. 



Sea, Fire, Life, Assurance Society, connecting the Mining Interests of England 

and Wales. 

Offices, 31, Comhill, London. 



EMPOWERED BY ACT OF PARLIAMENT. 



Capital, £. 100,000, 
In Shares of Twenty Shillings each, to be paid in full on Allotment. 



Trustees : 
Howel Gwyn, esq., m.p. for Penryn and Falmouth, 94, Pall Mall, and Baglan House, 

Glamorgan. , i^ir , i i i_ 

Edward Oxenford, esa., 26, Throgmorton-street, and Mecklenburgh-square. 

W. Yates Peel, esq., Tamworth. 

Frederick A. Peel, esq., Dosthill Lf^dge, Warwickshire. 

Directors: 
Howel Gwyn, esq., m.p. 

Sir William Ogilvie, bart. 



John Bennet, esq. 
Thomas Bunting, esq. 
Alexander Davis, esq. 
John Kelland Durant, esq. 
George Helmore, esq. 

Augustus Collingridge, esq.. Managing Director. 



fgilvie 
Frederick A. Peel, esq. 
W. Yates Peel, esq. 
John Wreford, Cbq. 



Auditors: 



Henry Rogers, esq. 
Henry Woods, esq. 



Samuel Henry Ranger, esq- 
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Medical Referees: 

Physician. | Surgeon. 

James Risdon Bennett, esq., m.d. t John Fisher Ooude, esq., m.r.c. s. 

24, Finsbury-place, North. j 83, Cheapside. 

Bankers: 
Messrs. Currie & Co., 29, Cornhill. | Commercial Bank of London, Lothbury. 

Solicitor: 
John Chappie, esq., 70, a, Aldermanbury. 

Marine Departmbnt: 

Underwriter : 
Mr. John Powis, Member of Lloyd's. 

Life Dbpartmeitt. Fire Dbpartmevt. 



Appendix, No. 7. 



Actuary : 
Mr. Alfred Burt. 



Superintendent : 
Mr. John Nelson. 



Survbyor: 
George Moody Longmore, esq. 



Distinguishing Features. 

1. Exemption of shareholders from uU liability. 

2. The right of transfer at will. 

3. Periodical division of profits. 

4. Five per cent, interest guaranteed (irrespective of further dividends) upon the paid-up 
capital. 

5. Yearly audits of accounts by auditors exclusively chosen by the proprietors. 

The capital of this company, in lieu of being fixed at some purely nominal amount, having 
no reference, and bearing no relation to the proportion paid up, consists (with powers of 
extension reserved to ihe proprietors under the 16th clause of the deed of settlement, at a 
general meeting) of 100,000 Z., divided into 1 /. shares, all paid, transferable at the pleasure 
of the holder, and bearing a guaranteed interest of five per cent, per annum, receivable 
half-yearly, irrespective ol further dividends accruing from the sources of profit opened by 
the proprietary branches of the business. By this ?irrangement, while the shareholder is 
exempted from liability to indefinite contributions at uncertain intervals, the assured is 
secured the corresponding benefit of ascertained available funds, in no way contingent on 
the necessarily doubtful naiure of "calls," which experience has always shown, are least 
likely to be responded to when most required. 

Fire Department. 

The rates on fire risks have been based on statistical calculations, prepared with the 
greatest skill and accuracy, which warr.tnt the iiirectors in making such alterations with 
respect 10 houses brought within scope of the enactments of the Buiidinj^ Act (7 & 8 Vict 
c. 84), for which no office hitherto in exisience has made the slightest abatement in return 
for the diminution of hazard, as afford perfect security to the public at a considerable 
reduction in point of cost to the assured. 



CLASS I. 

Annual Preminm of (not exceed- 
ing) 1 $. per Cent. 



All buildings erected in 
conformity with the Build- 
ing Act 7 & 8 Vict. c. 84. 



CLASS II. 

Annual Preminm of (not exceeding) 
!«. 3d. percent. 



All household goods, merchan- 
dise, and stock, not hazardous, 
in brick or stone buildings, as 
described in Class l.« and in 
which no hazardous trades are 
carried on, or hazardous goods 



Buildings of brick and stone 
covered with slate, tiles, or metal, 
wherein no hazardous trades are 
carried on, nor hazardous goods 
deposited, not being built in con- 
formity with the Building Act 
7 & 8 Vict. c. 84, but otherwise 
approved upon survey. 



Extra hazards altogether excluded, and returns of profits to the assured made every 
fifth year. 

0.55. 3 c 2 Life 



CLASS III. 

Annual Premium of (not exceeding) 
S«. per Cent. 



Digitized by 



Google 



388 APPENDIX TO REPORT FROM THE 



Appendix, No. 7. Life Department. 

Assurance on lives, endowments, and reversions, and public guarantee, united with life 
assurance, established upon the principle of mutual life assurance, the whole of the profits 
being divisible amonsist the assured. 

All life policies indisputable, and granted free of stamp duty to the assured. 

The assured protected by a guarantee fund of 100,000 /. 

The Life branch of this society is established by persons connected with that lartje and 
influential body of individuals, the mining interests of England and Wales, a class of 
upwards of 2,000,000, and whose annual returns of capital approximate to 40,000,000 /. 
sterhng. 

As life assurance has been extended, the various classes of the community have embraced 
the advantages of establishments of their own, adapted to the peculiar circumstances uf 
those portions of society with which they are respectively connected. 

It is, however, remarkable, that while in the metropolis alone the life assurance com- 
panies, of all classes and descriptions, exceed 100 in number, with engagements computed 
at upwards of 116 millions of pounds sterling, those companies do not comprise one ema- 
nating from the mining classes, or embracing those interests which have done more than 
any other to develop the resources and promote the extension of the commerce of the 
country. So long, then, as this important and influential class of the community possesses 
no assurance association immediately identifled with its peculiar interests, it is manifest that 
an extensive system of life assurance remains yet to be accomplished. 

The individuals directly interested in or connected with mining property in this kingdom 
are more numerous and not less wealthy than the members of the clerical, medical, and 
legal professions, now represented by not fewer than nine assurance companies ; and it is 
calculated that the proprietors, agents, and those immediately or indirectly interested, repre- 
sent an amount of population and cf fixed property nearly equal to that of all the other 
classes of the kingdom having representative assurance institutions. 

This extensive and wealthy interest is therefore unquestionably adequate to sustain a 
prosperous assurance society, adapted for securing the advantages uf life assurance to the 
numerous individuals of which it is composed; and for this purpose the life branch of 
*' Tlie Sea, Fire, Life Assurance Society " has been established, not only for the immediate 
benefit of these interests, but for those of all other classes, whether in the medical, le<ral, 
or clerical professions, the army, navy, or any other station of life, on equal terms, and will 
afford the utmost advantage that can be derived from life assurance. 

Mutual assurance is the best mode by which this object can be attained ; it is distin- 
guished from the pi*oprietary principle in distributing the surplus profit rateably and equally 
among the assured only; whilst in proprietary cotnpanies the shareholders are a permanent 
body, among whom a considerable portion of the profit is divided. 

The experience of nearly a century has demonstrated that mutual societies are not only 
perfectly safe, but, when prudently managed, yield large profits to policy holders, without 
the aid of a permanent subscribed capital. 

Mr.de Morgan, one of the most competent authorities on life assui*ance, says : — "A 
mutual society is one in which the members stand equally related to each other, and consti- 
tute the company themselves. In such a company no capital is, generally sjieaking, raised 
at the outset, except, perhaps, a small sum for necessary expenses at starting." And again, 
**They have no capital except what arises from their i)wn accumulations, and each member 
is a guarantee to the rest for the fulfilment of all engagements. The risk, however, even at 
the commencement, is not great in character, and is small in amount ; and the quantity of 
risk diminishes so much faster than the amount iticreases, th it it may be safely said tiiere 
is nothiuir in the commercial world approaching, even remotely, to the security of a well- 
established and prudently-managed mutual assurance society. 

As, however, there may be a |)ortion of the public not yet fully convinced of the complete 
security aflbrded by purely mutual life companies, the life assurance department of this 
society has been formed upon a plan which unites all the advantages of a purely mutual 
with the security of a proprietary company, giving to the assured all the surplus premiums 
and the aid of an ample paid-up capital as a guaiantee fund, to secure the prompt payment 
of any policies which may become early claims on the society. 
All life policies indisputable. 

The chief obstacle to the proj^ress of life assurance is, that an error in a policy, which 
may have arisen from mistake, misapprehension, or unintentional neglect on the part of the 
assured, or of the office, has the effect of vitiating tht* policy. 

One of the most important objects of this society is the removal of the risks which have 
hitherto attended the rights of policy holders, by injuring the certain payment of every life 
policy as it becomes a claim. 

All questions as to age, health, habits, employment, residence, health of relatives, and 
other matters deserving of inquiry prior to the contract being i^ranied, are held as finally 
settled when the assured receives "his policy. 

Every policy issued by the Life department of this society will be absolutely indisputable, 
and the fact of issuing the same shall be conclusive evidence of the validity ot the policy, 
and the amount assured will be paid withm three calendar months after proof of the death 
of the assured ; and a clause has been inserted in the policy deed prohibiting the society 
from disputing any life policy which shall have been granted, — a condition which renders 

the 
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the policies of this society more than ordinarily valuable as family provisions, or as nego- Appendix, No. 7. 
tiable instruments of security in pecuniary or loan transactions. ^^^ 

The Constitution op thb Society. 

The society is established by Act of Parliament 

The funds of the society are vested in trustees. 

The affairs of the society are managed by a board of directors elected by the shareholders. 

The accounts of the society are audited annually by not less than two auditors. 

A fi;eneral meeting of the members will be held annually, to receive the report on the 
affairs of the society. 

The assured are protected by an ample paid-up capital. 

The whole of the profits are divided amongst the assured. 

At the end of December 1865, being five years, and afterwards annually, the assets of 
the Life Assurance department will be computed, the profits ascertained and apportioned, and 
a sufficient sum reserved to meet all the contingencies of succeeding years; the whole of 
the profits will be divided rateably amona; the members assured for ti\e whole term of life, 
after payment of the second premium, which will entitle them to participate in proportion 
to the amount and number of the premiums paid, and such sum to be applied in reduction 
of the premium. 

The business of the Life department will embrace, 

Assurances on single lives, on joint lives, and on survivorships. 

Lives not consideied perfectly admissible on the ordinary terms assured at rates of pre- 
miums corresponding with the extra risk. 

Assurances on the lives of persons about to proceed to foreiorn climates. 

Separate tables framed for those who do not desire to participate in the profits. 

Annuities for lives and limited terms, immediate and on suiTivorship. 

Deferred annuities to commence at specified ages. 

Tables to secure a deferred annuity of 10 /. ana upwards during life. 

Endowments of every description to be granted. 

Premiums payable by annual, half-yearly, or quarterly payments; or by a single pay- 
ment ; or by payments of a certain number of years ; or by an increasing or decreasing scale 
of premiums. 

One-half of the premiums may remain unpaid at simple interest for the first seven years, 
and may be then paid off, or remain a debt upon the policy, at the option of the assured. 

And all other sound and practicable provisions contingent on human life, and for terms 
certain. 

Residence. — ^The assured will be allowed to reside in any part of Europe, in Australasia, 
New Zealand, Canada, Cape of Good Hope, Madeira, and in any part of the world distant 
more than 35 degrees from the Equator. 

Whole world policies are granted to persons assuring on the lives of others on payment of 
an extra premium. 

Interest in Policies. — A party having had an interest in the life assured shall not lose the 
benefit of the policy, although his interest shall have terminated before the death of the 
assured. 

Renewal of Policies. — If an assurer be unable to pay the premiums, he will be allowed, 
on giving due notice, to charge the amount thereof upon his policy, to the extent of its 
value, thereby preserving the assurance during a period of difficulty, and so preventing the 
sacrifice of t)ie provision he had made for bis family. This feature is peculiar to this office* 
and affords a most important advantage to policy holders, by thus avoiding ti\e forfeiture of 
a valuable policy. 

Policies of twelve months' standing are not affected by suicide, duelling, Sec, and 
assigned policies are valid from the date thereof, should death ensue from either of these 
causes. 

This is an advantage not offered by any ot')er assurance society. In some other olHces 
the value of the policy or the premiums paid on it are returned in the event of death by 
suicide, duelling, &c. But in this society the whole amount assured will be paid. This 
fact is of too great importance to be overlooked. 

All policies indisputable and issued free of stamp duty to the assured. — This society, 
considering the charge for policy stamps as a tax upon prudence, and a great impediment 
to the full development of life assurance, have determined to relieve assurers at once of 
this burden, and charge it as a working expense upon the office. 

No admission nor entrance fees are required, nor is any charge made for the policy. 

Medical practitioners paid by the office for every case referred to them for their profes- 
sional opinion. 

Guarantee Department. 

This society embraces the business of public guarantee, united uiih assurance on life^ 

for the fideiity of persons in situations of ccmfidence and trust, and providing against losses 

ari>ing through dishonesty or failure to account, in lieu of the unceitain protection afforded 

by the system of private guarantee. 

'0.55. 303 The 



Digitized by 



Google 



390 



APPENDIX TO REPORT FROM THE 



^p|)€i;€]ix. No. 7. 



The principle of public guaraniee has proved, from experience, so successful in its appli- 
cation to the employers so guaranteed, and the employed so assured, that the Lords Com- 
missioners of Her Majesty's Treasury have, by a special minute, efmpowered the heads oK 
I he Government department to receive the guarantee of a public company for those ap- 
p« inted to offices of trust ?ind responsibility under the Crown. 

The directors, in order to provide against the numerous cases of hardship and constant 
uncertainty to which private bondsmen are exposed, have prepared tables expressly for this 
society, to grant policies for fidelity of trust, combined with policies of assurance on life, 
deferred annuities, and endownients to persons of approved chai-acter, about lo be appointed 
to, or holding situations in. Government offices, banks, mercantile houses, public insti- 
tutions, railway, insurance comp mies, and all otlier situations where security against fraud 
or failure to account is required. 

The value i>f this uriion of the two principles, combined with life assurance, the surety 
policies hold out tti him, who with moral integrity unites the possession of an eligible life 
the solid advantages of the per-centagc he is annually paying being no longer an unpro* 
ductive, although an unavoidable lax upon his earnings, all benefit from which expires with 
the tt-nure of his present employment, and ceases with his life. But, on the contrary, the 
union of life assurance with guarantee secures to his family in the latter case, and to himself 
on the cessation o*' occupation, aiising fi'om any cause not produced by want of honesty on 
bis own part, a full, direct, and immediate participation in the profits of the office, to the 
prosperity oK which the premiums paid on his own policy have contiibuted their proportion. 

The diiectors will grant policies for fidelity of trust, independently of policies of assurance 
on life. Sec, at moderate rates of premiums, varying according to the extent of the risk. 



Application for shares to be addressed to the managing director, 31, Comhill; and to 
James Lane, mine and share agent, 80, Old Broad-street, London. 

Prospectuses, and every further information, may be obtained from the actuary, at the 
office of the society. No. 31, Comhill, London ; or at the offices of the agents to the society. 

Local agencies will be formed in V^'ales, Cornwall, and in the principal towns of the 

United Kingdom. 

PersMjns desirous of being appointed agents are requested 10 apply personally, or hy letter, 

to the managing director, 

Aug. Collingriflge. 

iV. J5. — For Marine Department, separate prospectuses may be obtained at the offices. 



FRIENDS' PROVIDENT INSTITUIION. 



.NINETEENTH REPORT of the Friends' Provideht Institution. 



The following Statement oontains a summary of the transactions of the Institution, from its commencement to the 
20th of 11th month, 1851, a period of 19 years : 



Receipts. 



Net amount of single premiums 

Ditto - of periodical premiums 
Interest on investments 
£n trance monies, &;c. - 



£. 9. d. 

101,689 10 2 

374,993 17 5 

124,086 3 1 

1,438 11 6 



Disbursements. 



602,058 2 1 



Annuities ------ 

Endowment assurances - . • 

Deferred sums - - - - - 

Life assurances - - - - - 

Purchase of policies - - - - 

Returns on policies lapsed by death of 

parties before taking efifect- 
Property tax - - - - - 
Bankers' commissions - • • • 
Printing and stationery . - - 
Other expenses (average, 744/. 18<. lOd, 

per annum) . - - - - 
Balance, being amount of property, on 

20th of llth month, 1851 - - - 



£. s. d. 

61,019 6 9 

18,316 2 3 

4,103 14 4 

125,769 9 8 

26,198 - 8 

1,655 17 4 

2,424 12 9 

217 5 7 

992 19 11 

14,153 18 7 

362,206 15 3 



£. I 602,058 2 1 
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A STATEMENT of Receipts and Payments of the Friends' Provident Institution, from the 
20th of nth Month, 1860, to the 20th of 11th Month, 1851. 



Receipts. 



Balance on the 20th of 11th month, 1850 

Single premiums received on assurances 
(agents' commission deducted) - 

Periodical premiums received on assur- 
ances (agents' commission deducted) - 

Interest on monies invested with the Na- 
tional Deht Commissioners and other 
securities ------ 



£. 



£. *. d. 
826,727 4 6 



8,019 4 8 
81,106 4 2 

16,207 - 11 



861,058 18 10 



Payments. 



Annuities, Class I. 

Ditto Class If. . - - - 

Ditto Class III. . - - . 

Ditto Class X. (Survivorship) 
Endowment assurances, with bonuses, 

Class VI. 

Deferred sums, assured in Class VII. 

ditto 

Deferred sums, assured in Class VIII. 

ditto 

Life assurances, Class IX. on 20 lives, 

ditto 

Premiums returned on account of the 

death of parties assured in Clasees VI. 

and VIIL - - - . - 

Amount returned in purchase of policies 

by Institution - - - - - 
Printing and stationery 
Bankers' Commission - - - - 
Inoome tax charged upon interest on 

investments - - - - - 
Expenses of management, including rent, 

salaries, postages, ^cc. 
Receipt stamps - - - - - 
Balance in favour of the Institution on 

Oie 20th of 1 1th month, 1861 - 

£. 



£. s. cL 

543 15 - 

482 10 - 

5,041 9 2 

25 - - 

1,597 7 - 

409 18 - 

348 10 - 

17,319 18 - 

432 1 5 

1,180 17 11 

34 11 5 

4 10 - 

384 18 8 

1,067 2 4 

84 14 8 

352,206 16 3 



381,068 18 10 



A STATEMENT of Funds and Effects belonging to the Institution, on the 20th of 11th Month, 1851. 



Property belonging to the Institution. 



Debts owing by thb Institution. 





£. s. 


d. 


, 


£. s. d. 


Principal invested with the Commissioners 






Assurances fallen in, but not yet payable 


3,786 -^ - 


for the Reduction of the National Debt 


66,651 - 


2 






Principal invested on real securities 
Interest accrued thereon - . • 


270,866 - 
8,874 16 


8 


Balance due to agents and assurers 


61 8 11 


Loans on policies - - - . . 
Interest accrued thereon - . . 


8,791 18 
189 4 


4 
9 


Balance in favour of the Institution on 




Policy and receipt stamps on hand 


206 7 




the 20th of 1 1th month, 1851 - 


862,206 16 3 


Balance at bankers' in London 


4,360 2 


2 






Balance in the hands of secretary - 


1,722 8 


4 






Balances due from agents and assurers - 


62 7 


2 


£. 




£. 


356,054 4 


2 


356,054 4 2 



(countersigned) Benjamin Ecroyd^ Seoi€tary. 



(signed) Henry Fearson^ •% 

John Thistletkwaite, vAuditors. 
Daniel Tuke, J 
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ROCK LIFE ASSURANCE COMPANY. 



Dr. 



STATEMENT of Receipts and Disbursements of the Rock Life 



As regardt the Subscription Capital Stock : 

To Balance brought forward from 3 1st December 1850 - 
To Dividends, yi*. — 

On £• 76,000 - - Three per Cent. Reduced Annuities - 
,y 60,000 * - per Ann. Long Annuities 

To Interest, viz.— 

On mortgage - - - -*- 

„ advances to the Assurance Fund .... 



April 



s, d. 



1,092 8 9 
24,270 16 8 



To Produce of Stock sold, viz. — 

£. 16,066 4 6 Three 7>er Cent. Reduced Annuities, sold in March - 



Investments and Assets on this Account on the dOth June 1861 : 
£• 76,000 - - Three per Cent. Reduced Annuities. 
60,000 - - per Ann. Long Annuities, 1860. 
618,496 - - on mortgage, average 41. 6s. per cent. 
11,430 14 6 cash at bankers'. 



9,980 14 10 
379 - - 



£. s. d. 
1,113 11 10 



26,863 - 5 

10,309 14 10 
14,633 1 5 



61,419 8 6 



As regards the Assurance Fund : 

To Balance brought forward firom 81st December 1860, viz. — 
Cash at bankers' .*.---- 

Petty cash -------- 

Balances due from agents - - - . . 



To Dividends, viz.— 


On £.211,589 11 




3,725 2 




630,187 1 




30,000 • 




14,000 - 




200,000 - 



Three per Cent Consols 

per Ann. Government Amuily - 

8 \ per Cent. Reduced Annuities - 

Three per Cent. Reduced Annuities 

per Ann. Long Annuities 

Canada Debentures - - - 



January 
April 

" >9 



To Interest, viz. — 

On mortgage - . - . 
„ loans on policies 
„ claims, paid under discount, iic. 



To Premiums, viz.— 
On £. 1,604,193 18 
„ 109,068 18 

,, Annuities 



- assured by policies issued prior to 1851 
<- assured by policies issued in 1851 



£. s. 

4,796 10 

6 17 

1,644 18 



3,081 5 
1,808 4 
9,941 17 
436 17 
6,796 16 
8,883 6 



14,408 

1,189 

84 



68,412 19 

4,666 Z 

195 14 



To amount of fines •-----.---- 

To produce of Stock seld, vis. — 

£. 107,000 - - Three per Cent Reduced Annuitiss, sold previous to April dividend • 
To loans on policies repaid •.-..-•--«»•• 
To amount overdrawn on the bankers' account, against the balance in their hands on the Subscrip- 
tion Capital Stock Account --- .---...... 



6 



d. 



6,447 1 2 



26,947 8 1 



15,681 5 10 



58,163 
27 

103,948 
846 



17 
16 



16 - 



1,254 18 6 



212,316 2 2 



Investments and Assets on this Account on the 30th June 1861 : — *— — — ^-^— 

£.80,000 - - Three per Cent. Reduced Annuities. 

1 Three per Cent. Consols. 

2 3 4 per Cent Reduced Annuities. 

- ysst Ann. Government Annuity, 1880. 

- per Ann. Long Annuities, 1860. 

- Canada Debentures, 4 per cent. 

- British Guiana Loan Debentures, 4 per cent. 
6 On mortgage, average 4 /. 6 #. 6 d. per cent 

- Loans on policies, 5 per cent. 
Loan on the security of Exchequer Bills. 
Petty oasb. 

Bakmces due from agents. 
House in Bridge-street. 

Less 1,254/. 18«. 6d overdrawn on the bankers' account, against the baluiee in dieir hands on the SukKriptiott 
Capital Stock Account. 



211,589 11 

680,187 1 

8,725 2 

14,000 - 

200,000 - 

66,000 - 

720,499 17 

44,021 - 

10,000 - 

46 6 

162 - 

11,178 7 



8 

11 

8 
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ROCK LIFE ASSURANCE COMPANY. 



Assurance Company for the Half Year ending 30 June 1851. 



Cr. 



Per Contra : 
By Payment of Proprietors* Diyidends^ viz.— 

On preyious year's diyidends - . . 

On the half-year's dividend for the current year 



By Payment for Power of Attorney 
y, Amount advanced on mortgage 
„ Cash at hankers' 



£. s. d. 

8,106 6 ^ 
16,791 7 6 



£. 



s. d. 



19,987 12 6 

1 1 6 

20,000 - - 

11,430 14 6 



61,419 8 6 



Fer Contra : 

By Payment of claims on policies originally assured for 
„ Ditto for redemption of 17,800/. orig^ally ammred - 






Ditto 
Ditto 

Ditto 
Ditto 
Ditto 
Ditto 
Ditto 
Ditto 

Ditto 
Ditto 



of honus additions to claims . . • - 
for redemption 3,145/. IBs. 4d. bonus additions 



for return of extra premiums ....... 

for annuities --------.. 

of interest on advances by Subscription Capital Stock Account - 
for commission ......... 

of half-year's pension to Mr. Robert Wakefield - . . . 
- ditto - pension to Matthew Hankins - - - ^ - 

of allowance to directors and auditors, and officers' salaries 
of miscellaneous expenses, viz., rent, taxes, stamps, stationery, 
advertising, &o. ........ 



Ditto of parliamentary agent's account 

Ditto for furniture, &c. ..... 

Purchase of 65,000 L British Guiana Loan Debentures 

Amount advanced on mortgage .... 
Ditto on the security of Exchequer Bills • 
Ditto on policies ...--. 

Petty cash in hand ...... 

Balances due from agents . - . . - 



£. 8. d. 

66,620 - - 
8,010 2 8 



87,923 7 8 
1,871 9 8 



100 
85 



1,867 19 4 
589 19 2 



45 5 8 
162 - 11 



£. 8. d. 



69,580 2 8 



39,794 17 4 

824 8 1 

297 10 6 

379 - - 

625 2 11 



135 - - 



2,457 18 6 

249 14 - 

75 2 - 

68,250 - - 

19,000 - - 

10,000 - - 

1,100 - - 



197 6 7 



212^16 2 2 



Examined by us with the books of the Company, this 8d of October 1851. 



John White Cater^ 

William Henri/ Poynder, V Auditors. 

Charle8 Horton Fidleyj J 



.1/ 
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ANALYSIS OF INDEX. 



ALPHABETICAL and Classified LIST of the Principal Headings in the following INDE^ with the Paging 

at which they will be respectiyely found. 



PAGE. 

ABANDONMENT of PoUden .... 399 

Recounts .-..-... 399 

Annual Accounts .----- 400 

Audit of Accounts ------ 403 

'frauds -.-.---- 415 

Management ------- 426 

IPeriodical Returns ------ 433 

Publication of Accounts ----- 43G 

fictums -------- 439 

AcTV^RiES: 

1. Generally - 399 

2. Importance of eUahlishing some test for 

asceitaining the Quali/u^oHons of Ac- 
tuaries ------ 399 

Audit of Accounts ------ 403 

Oovemment Audityl - . • . - 417 

Institute of Actuaries - • - - - 421 

VtUuation of Assets - - • - - 446 

Jmendmetit of the Law -.---- 400 

Actuaries, 2--.---- 399 

frauds 4^5 

Joint Stock Coiupanies Act^ 3 - - - - 424 

Scotland 441 

4iflnual Accounts ------- 400 

Balance Sheets 403 

Nevo Offices ------- 429 

Publication of Accounts^ 1. 2 - - • - 436 

Assets and Liabilities --•••- 402 

Annual Accounts -..--- 400 

Periodical Returns ------ 433 

Publication of Accounts - • - - - 436 

Solvency of Companies ----- 442 

Valuation of Assets ------ 446 

Audit of Accounts ------- 403 

Government Audit - - - - - -417 

Auditors 403 

Audit of Accounts ------ 403 

Government Audit - - - - - -4*7 

Balasce Sheets : 

1. Remarks generally as to the Balance Sheets 

returned to the Registrars Office - - 403 

2. Unsatisfactory nature of these Returns - 404 

3. Proposals for Improving the Balance 

Sheets ------ 404 

Accounts ---.---- 399 

Auditors -------- 403 

Periodical Returns ------ 433 

Premiums ------- 435 

Publication of Accounts ----- 436 

Returns, 1 439 

fonuses .----..- 404 

Periodical Returns - 433 

Piemiums ..--.-- 435 



PAGE. 

Capital 406 

Guarantee Fund - - - - - -418 

Investment of Capital ----- 422 

Mutual Offices 4«7 

Paid-up Capital ------ 430 

Premiums ------- 435 

Proprietary Offices ------ 436 

Complete Registration ------ 407 

Capital 406 

Frauds 415 

Nexv Offices 429 

Policies 434 

Registered Companies • . . - - 438 

Constitution of Companies ------ 407 

Mutual Offices 4^7 

Continental Assurance Companies - - - - 407 

Germany -------- 417 

Deeds of Settlement ------- 407 

Amendment of the Lato ----- 400 

Complete Registration 407 

Frauds - 4*5 

Limited Liability .----- 425 

Shareholders 44« 

Directors -------- 408 

Mutual Offices 4«7 

Equitable Life Assurance Society - - - - 411 

Mortality 426 

Expenditure : 

1. Comparison between the Espenses of old and 

new Offices; necessity for a larger Ex- 
penditure by modern Offices • - - 4II 

2. Remarks as to the proportion which the 

Expenditure ought to bear to the Income - 412 

Agents 400 

Competition ------- 407 

Deficiencies .--.--- 408 

Mutual Offices 4«7 

New Offices - - 429 

Preliminary Expenses ----- 434 

Frauds 415 

Fraudulent Companies - - - - - 416 
Goremment Audita 2 - • - - -417 

Solvency of Companies ----- 442 

Fraudulent Companies ------ 416 

Agents -------- 400 

Joint Stock Companies Act^ 2 - - - - 424 

Tranfer of Business ----- 446 

Friendly Societies: 

1. Generally 41^ 

2. Powers possessed by Friendly Societies to 

issue Policies qf Insurance - - - 416 
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Friendly Societies — continued. page. 

3. Objcetionahie nature of the present mode of 
conducting Assurance Business by these 
Societies -..-•. 416 

Guarantee Fund, 1- - - - • -418 

Nominees -------- 430 

Returns, 2 439 

't^OVERNMENT AUDIT : 

1. Recommendation Jbr the establishment of a 

Government Audit, as a check on the 
Accounts of Assurance Offices - •417 

2. Objections to suck an Audit being adapted 417 
Actuaries ..--.-- 3^ 
Frauds 415 

^Guarantee Fund: 

1. Suggestions that all Assurance Companies 

sMuld be possessed 9f a Guarantee Fund 418 

2. Objections thereto - - - - -418 

Expenditure^ 1. 2- - - -- -411 

Institute 0/ Actuaries - • - • - 421 

Mutual Offices - 437 

Paid-up Capital --•.-- 4.30 

Title Deeds 446 

United States -..-..- 446 

Imperial Ufe Assurance Company - - . . 420 

Institute of Actuaries - - - • - -421 
Actuaries -.--•-- 3^^ 

Scotland -------- 441 

Investigation of Affairs - - - - ••423 

Audit of Accounts ------ 403 

Valuation of Assets .----- 446 

investment of Capital - - - - - -422 

Assets and Liabilities • - - - . 402 
Exchequer Bonds - - - • - -4I1 
Foreign Funds -..-..- 415 
Guarantee Fund, 1- - - - • -41S 

Public Funds ....... 436 

Ireland ---.-..-- 422 

Joint Stock Companies Act : 

1. Generally - - - - - -424 

2. Remarks as to the defects in the Act of 

1844 424 

3. Suggestions Jbr the Amendment of the Act 424 
Amendment of the Lato - - . . . ^.oo 
Fraudulent Companies - - • - .416 
Penalties ....... 433 

Xegislatire Interference ...... 424 

Continental Assurance Companies ... 407 
Friendly Societies, 1 -416 

lAfe Assurance ....... 4^^ 

Limited Liability ....... 43^ 

Unlimited Liability ----.. 446 

Management ........ 4^6 

Capital ........ 406 

Expenditure - - - - . . .411 
Legislative Interference ----- 424 
Alutual Offices - - - . - -427 
Public, The 436 

jSiOETAtlTYl 

1. Generally ...... 426 

2. Papers laid before the Committee • • 426 

Institute of Actuaries - - • - * 42 1 
Premiums .•-..-. 43^ 

Tables ........ 443 
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Mutual Offices - - 427 

Accounts --..-... 399 
Directors- -•.-••- 408 

Friendly Societies, 1 416 

Guarantee Fund - . . * - •418 
Limited Liability •....« 425 

Marine Assuramces -••..* 426 
Number of Companies ..... 430 

Paid-up Capital ...... 430 

Proprietary Offices - . - . - . - 43<5 
Shareholders . - . - . . • • 442 
Unlimited Liability ...••- 44.6 

New Offices 429 

Capital -....-.. 406 

Deficiencies ....... 408 

Expenditure - - - - - • -411 

Guarantee Fund ...... 448 

Paid-up Capital ...... 430 

Prelimmary Expenses ..... 434 

Premiums 435 

Tables ........ 443 

Number of Companies ...--- 430 
Regutered Companies ..... 438 

Paid-up Capital i 

1. Recommendation that no Ntto Company 

should be allowed to commence business 
without a Paid-up Coital - - - 430 

2. Objections to the proposal that all Offices 

should have a Faid'-up Capital - '43^ 
Capital --.-.-.. 406 
Fraudulent Companies - - . . -416 
Friendly Societies^ 1- - - - • -416 
Guarantee Fund • . - . . -418 
Mutual Offices -*..-.. 427 

Penalties .--...•- 433 

False Returns - - - - - . -412 
Frauds --.....- 41/5 
Joint Stock Companies Act, 2 - - - . 424 

Periodical Returns ....... 433 

Assets and Liabilities " ..... 402 

Government Audit - . . - - -417 
Investigation of Affairs • - - - - 422 

Publication of Accounts, 1. 2 - . . . 436 
Valuation of Assets -..-.. 446 

Policies •-....... 434 

Abandonment of Policies - . . • . 39^ 

Fraudulent Cont panics . - - . - 416 
Friendfy Societies - - - . . -41G 

Lapsed Policies •-.... 425 

Limited Liability ---... 43^ 

Purchase of Policies -...-. 433 

Preliminary Expenses - - - . - -434 

Expenditure - . - . . . -411 

Guarantee Fund, I . - - . - -418 

Pa*d'Vp Capital, 1 ..... . 430 

Premiums -......, 4^- 

Annual Accounts ...... 4Q0 

Assets and Liabilities ..... 403 

Bonuses ---.--.. 404 
Expenditure, 1.2- . - - . .411 
Friendly Societies, 2. 3- • . - -41G 
Guarantee Fund - - . - - .418 
Limited Liability .--.-. 425 
Mytual Offices -.-.... 42^7 

Number of Companies - - . . . 430 
Paid-up Capital, 1 . * . - . . 430 
Prelimiiwrj/ Expenses ..... 4^4 

Reduction of Premiums - - - . - 438 
Reserve Fund -..-... 43^^ 

iJw** 440 

Valuation of Assets ...... 4^^ 
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PAGE. 

Proprietarif Offices^ 436 

Accounts -•.-.... ^gg 

Guarantee Fund 418 

Mutual Ojgkes - - - - - ^ - 427 

Faid'ttp Capital ---•.. 430 

Shareholders - 442 

Provisional Hegistratioa --.,., 436 

Capital 406 

Jotnt Stock Companies Ad, 1 - - . . 434 

Prospectuses --....- 436 

Registered Companies ..... 438 

PubUcj The 436 

Abandonment of Policies - - - . • 3^^ 

Fraudulent Companies 41(5 

Management -.---.- 4^5 

Publication of Accounts •• 

1 . Evidence generally toith respect to the Pub- 

lication of the Accousfts . - - 436 

2. Remarks as to the information to be con* 

tained therein - - - - . 43^ 

8. Ho^far it is possible to have a Form of 

Account applicable to all Offices - - 437 

Annual Accounts -...•• 400 

Germany 41- 

Investigation of Affairs - .... 433 

Joint Stock Companies Act, 1 . • . . 434 

Netv (Mces 430 

Periodical Returns 433 

Purchase of Policies -*-... 433 

Registered Companies - - . - * - . 438 

Number of Companies - - - - . 439 

Registration of Assurance Offices ... 43^ 

Registrar of Joint Stock Companies * . - . 430 

Balance Sheets, 1 ..... . 403 

Deeds of Settlement 407 

Penalties ------.. 433 

Policies - - 434 

Publication of Accounts, 1 .... 436 

Registration of Assurance Offices .... 430 

Board of Trade 404 

Complete Registration ..... 40^ 

Joint Stock Companies Act .... 434 

Mutual Offices --.... ^^^j 

Provisional Registration 43b* 

Shareholders . ..... 443 

Returns : 

1. Assurance Offices - - . . . 43^ 

2, Friendly Societies 439 

Accounts *....... 3pQ 

Annual Accounts 400 



Returns — continued. taqb^ 

Balance Sheets 4^3^ 

False Returns 41 ^ 

Inspection of Returns 431 

Periodical Returns - 433 

Policies ----.... 434 

Publication of Accounts - - . . - 436 

Registrar of Joint Stock Companies - . - 439 

Bisks - 440 

Limited Liability ...... 43^ 

Scotland -.--..., 441 

Royal Ejichange Assurance Office - - . - 441 

Scotland ----.--.441 

Auditors ...... ^ 4Q3 

Investment of Capital - - . - - 433 

Shareholders 442 

Accounts .-t....-- 399 

Auditors • - . . - . - - 403 

Deeds of Settlement .--..- 407 

Directors - . - . . . « 408. 

Frauds 415 

Paid-up Capital, 1 - . . • • . 430 

Solvency of Companies ---... 443 

Insolvent Offices - - • - « - 421 

Investigation of ^airs - - . . . 432 

Public Funds ..*-.-. 436 

Publication of Accounts ..... 436 

Valuation tf Assets ...... 446 

Speculative Companies - • * - . -442 

Bubble Companies ...... 405 

Fraudulent Companies ..... 416 

Tables --...... . 4^3 

Carlisle Tables ... - . 406 

Friendly Societies - - - - . - 416 

Liabilities 425 

Mortality^ 2 - . 426 

Northampton Tables - 430 

Premiums ....... 435 

Transfer of Business 446 

Unlimited Liability - 446 

Proprietary Offices ---..•- 436 

Responsibility of PaHners 439 

Valuation of Assets - - 446 

Actuaries^ 2 .- 399 

Assets and Liabilities ..... 403 

Balance Sheets, 8 .... - - 404 

Investigation of Affairs ..... 433 

^^^«^'«' 434 
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Working Classes 44^ 
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[N.B.^-'ln this Index the NumeraU following Rep. refer to the page of the Report ; the Figufa 
foilowmg the Names of the Witnesses refer to the Questions of the Evidence; and those fol- 
lowing App* to the Page of the Appendix.] 



ABANDONMENT of Policies. Remarks relative to the losses incurred by the public by 
the relinquishment of policies from a feeling of the insecurity of the offices in which they 
are assured ; many of the offices do not give anything for such policies, and those that do 

purchase them only give two-thirds of the value, Edmonds 1263-1281 Freq^uency of 

parties abandoning their policies fiom want of confidence in assurance offices, tb. 1437- 
1441— —The abandonment of policies by assurers is a gain to the office, but if the office 
anticipate its future policies, then it would lose by the dropphig of an assurance, IngaU 
1855-1859. 

Absolute Security Life cmd Fire Assurance Company. Reference to ** The Absolute Secu- 
rity Life and Fire Assurance Company," projected by R. W. Morris, PaUman 3050. 

Accountant'General of the Court of Session, Scotland. Remarks relative to the appoint- 
ment of the Accountant-general of the Court of Session; nature of his duties; the 
appointment of this officer has been very beneficial, Thomson 1066-1069. 

Accounts. With respect to the state of the accounts of a life assurance office, witness 
considers it is a matter which concerns either the shareholders et a proprietary com- 
pany, or the members of a mutual society, Downes 1141— *^6enei*afly speaking, the 
accounts of assurance societies are drawn up in an intelligible and satisfactory form, 

Neison 2261, 2262. 2268, 2269 The cash statement of rec^pts and disbm-seoients 

at present prepared by the companies might be discontinued altogether, Higham 2439, 

2440 ^The accounts of the older assurance companies are made out in a clear and 

intelligible manner; four of these handed in, Pateman 3129. 

See also Annual Accounts. Audit of Accounts. Frauds. Management. 

Periodical Returns, Publication of Accounts. Returns 

Actuaries: 

1. Generally. 

2. Importance of esiablishimg some test for ascertainii^r the Qaaiifieatismn^ 

Actuaries, 

1. Oeneralfy: 

Very little advantage would result from the appointment of an official actuary to give 
an opinion as to the accuracv of the companies' accounts, as he would be obliged to 

assume all the data placed before him to be correct, Doumes 1114-1117^ Large 

number of actuaries of life assurance offices who are not members of the Institute ; testi- 
monial obtained by ihem from other actuaries on their appointment to an office, Jellicoe 
2119, 2120— Intricate and important nature of the calculations undertaken by actuaries, 
Neison 3711-3717. 

2. Importance of establishing smne test for asoertaivth^ the QuaJ^fkiOions of 

Actuaries: 

Observations of tiie Committee with regnrd to the formation of an incorporated society 
of actuaries, with a view to the advancement of that important science, and also with a 
view to the issue of diplomas or certificates to persons qualified to practise as actuaries. 

Rep. vii., viii. Opinion that if any eflTort should be made to induce Parliament to grant 

such an incorporation, it will be wonby of consideration, but further investigation would 
be needful before such measures should be adopted, as considerable difference of opinion 
prevails on the subject among actuaries themselves, tft. viii.- » ■ I t is most esseniial that 
soaie test should be required from actuaries as to their fitness to praclise, Jellicoe 2011- 

2018 ; Farren 2682 •2689 Great importance of the proper qualifications of the actuary 

in the conduct of the office ; the whole foundation of the office must depend on whether 

0.55- 3 J> 4 ^he 
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ACTUA RIES — continued. 

2. Importance of establishing some test, ^c— continued, 
the calculations are made on an accurate or inaccurate basis, Jellicoe 2071-2092. 2107- 

2109. 2157-2169 How far the actuaries, as a body, would be willing to submit to an 

examination, as a proof of their qualification, ib. 2085-2089. 

Remarks relative to the Bill prepared by the Institute of Actuaries, with a view to carry 
out the proposition that some test should be required from actuaries as to their fitness to 

{practise; preamble and heads of the several clauses of this Bill read, •TeZ/icoe 21 16-21 18 — — 
t would be very desirable that the Government should have the regulation of the persons 
practising as actuaries, and that no person should be enrolled until he had satisfied such con- 
ditions as the Government thought sufficient, ib. 2138-2145. 2150, 2151 Suggestion 

that Government should have a veto as to the appointment of actuary to every office, Farren 
2679-2681—— Remarks on ihe subject of establishing an institute of actuaries ; desira- 
bility of such an institution as a means of testing the qualifications of any person, and as 
some security to the public that those professing to be actuaries really understand their 
business ; part to be taken by Government in the establishment and working of the 

proposed Institute, Neison 3706-3732 How far it should be imperative that all 

actuaries, whether of eminence or otherwise, should undergo an examination as to their 
qualifications in the proposed Institute, ib. 3718-3732. 

See also Audit of Accounts. Government Audit, 1. Institute of Actuaries. 

Valuation of Assets. 

Agents. The agents appointed by fraudulent societies are generally imposed upon by the 
promising appearance of the prospectus, and the tempting commission offered them, 

Pateman 3055-3058. 3060. 3073 The usual commission is five per cent, annually on 

the premium, and some offices propose allowing a higher rate ; it would be w^ll, i( 

possible, to limit the amount of commission, Farr 3355-3380 -In the accounts 

rendered by the companies, the expenses of agency should be kept distinct from tlie 
ordinary expenditure, ib, 3381-3384 Reference to the system of agency and com- 
mission adopted by assurance companies in the German states, Neison 3660, 3661. 

Amendment of the Law. Opinion of the Committee, that the present state of the law, 
as established by the Act of 1844, requires some amendment, 12«p. iv. —— Great 
difficulties which surround the question of what alterations should be made in the law, 

t6. iv., V. Suggestions with respect to amending the Act of 1844, Taylor 382. 

456^459; Pateman 3114 et seq. All the provisions of a merely general character, 

which are usually inserted in the deeds by vihich the companies are constituted, should 
be thrown into an Act of Parliament, on the principle of the Companies Clauses Con- 
solidation Act, Taylor 382-384. 

See also Actuaries, 2. Frauds. Joint Stoch Companies Act, 3. Scotland. 

Anchor Life Assurance Company. Balance-sheet of the Anchor Life Assurance Company, 
from 1 October 1849 10 30 September 1853, ^^ returned to the registrar, Pateman 3127, 
and App. 381 Imperfect nature of this return, Pateman 3127-3129. 

Annual Accounts^ Form of annual account best calculated to give the actual condition of 
the insurance offices, which should be returned to the registrar, Taylor 318 et seq*; 

Ansell 726-743 ; App, 352-355 Opinion that the annual balance-sheet to be furnished 

by insurance offices should not be open to the public, but confined to the knowledge of 

the auditor and the Government, Thomson 909, 910 All annual accoimts of receipts 

and expenditure of assurance companies should be registered, with a view of satisfying 
the members that their business is being conducted on a satisfactory principle, Downes 

1094 ^There would be no objection on the part of the old companies to publish annual 

accounts, but such accounts would give very imperfect information ; they would not 

show the state of things so fully as periodical zccoxMiis, Edmonds 1301-1312 Witness 

considers it a very important element of any account to be annually returned, that the 
amount of premiums should be clearly set forth, as well as the amount of all expenditure, 

Ingall 1840 Suggestion that every company should return to Parhament, on its own 

responsibility, an annual account of all receipts and expenditure, and a further account 
of its assets and liabilities; the public would soon derive much benefit from an examina- 
tion of the relative merits of the^e returns^ which should be framed as simply as possible, 
Jtyley 2861-2883. 

See also Balance-sheet. New Offices. Publication of 4ccounts, 1. 2. 

Amiual Bonus Life Assurance Society. Prospectus of '*The Annual Bonus Life Assurance 
Society ;" fraudulent character of this society ; proceedings at law have been taken against 
the promoter, Pa^ema/i 3051-3054. 3104, 3105. 

Ansell, 



Digitized by 



Google 



^MOtiatiOM.] A N S E L L 401 

Report, 1852-53 — continued. 

Anselly Charles. (Analysis of his Evidence.)— Actuary 10 the Atlas Assurance Society, and 
also 10 the funds establi^ihed in the three revenue departments, viz., the Customs, the 

Inland Revenue, and the Post-office, 703 The accounts of assurance offices returned 

to the registrar of joint stock companies are very imperfect for many objects, still they 
convey sufficient information to enable persons to form an opinion as to the (toundness 
or unsoundness of the institutions to which the accounts particularly refer, 704-725 

Remarks relative to the heavy expenses of conducting an insurance office during the 

first few years of it** existence ; the expenses very far exceed the amount of premiums 

received, 709-725, 832-835 Form of annual accounts best calculated to give the 

actual condition of the insurance offices, which should be returned to the registrar, 726- 
743- 

Great advantage would result from periodical returns of the liabilities and assets of 
the offices being made to the registrar; there is no necessity for an uniform period being 
fixed; the institutions themselves might fix the periods of making these returns, 726- 

728 There would be great difficulty iti laying down any general average rule under 

which accounts should be funiishcd by the offices, giving a cle:ir insight into their 
condition ; diflference of opinion among actuaries as to the rates of mortality, 744-784 
«-^~Reinarks relative to the ordinary mode of calculating the premiums of assurance 
companies, 744, 745— Ob^^ervations ns to the several elements to be taken into cal- 
culation with a view of making a valuation of insurance offices, and arriving at their con- 
ditioti as to solvency; difficulties of arriving at any satisfactory result, 745-784. 

Statement as to the several tables of mortality adopted by the several insurance 
offices ; how far it would be possible to enforce the use of but one set of tables for their 

calculations; whether any advantage would result therefrom, 749-782 An account 

could be made out, showing upon the face of it, whether the office is in a satisfactory- 
condition, but it involves a difficulty as to what data it would be proper to use under 

the pnilicular circumstances of that account, 764-76r5 Of)inion that the publicaiion 

of periodical accounts of the liabilities and a^^sets by insurance companies would be 

of as great use to the offices themselves as to the public at large, 779, 780 Witness 

places very little confidence in the periodical accounts which are taken by the different 
offices fc»r the purpose of dividing bonuses, 781. 

Opinion that a large number of offices are proceeding; on |)rinciples of very great 
safety, and are doing a vasi deal of good ; doubts as to whether the number of unsound 
offices can be great, particularly those of moderately long foundation, 781, 782 ■ - 
Objections to the interference of any Government authority in making a periodical 
investigation into the affiiirs of insurance offices for the puip..se of ascertaining their 
soundness; any advantages would be insufficient to coinpens ite for the interference of 

any Government authority whatever, 785, 786 It is not an uncommmon practice,. 

after an investigation has taken place into the afiaira of an office, for the actuary 
of another office to go over the whole of the transactions and arrangements and 
give an opinion as to whether the office was in a safe condition or not ; by such a 
system anything wrong in the soundness of the office would be immediately discovered,. 
787-790. 

It would be quite desirable, after the insurance offices setting forth in their periodical 
returns the liabilities of the institution in regard to their policies of assurance, that there 
should be some strict declaration before a magistrate as to the condition of their assets; 
there should be a list of assets, stating generally of what they consist, and the rate of 

interest to be paid, 791-793- 799, 800 With the elements of the account proposed, 

published periodically, it is witnesses opinion that some very simple accoimt from year 
to year, in the intermediate period would, be sufficient to show the progress of the com- 
panies, 794 Means by which, without unduly repressini^ competition, or unduly 

mterfering with the formation of new offices, thj public might be secured in the for- 
mation of new offices against purely Sj)eculative concerns, which enJ u.ifavourab!y, 
795- 

Suggestion that all assurance associations should be compelled to have a paid-up 
capital before commencing business, whether on the proprietary or mutual principle, as 
a test of their boriA fide intentions; 30,000 /. would be a small sum comjiared with 

the capitals which have been raised by most of the existing companies, 795-807 

Judging from the list of shareholders in companies registered, and tne very large amount 
of liability that seems to be taken by persons in very inferior stations in life, it would be 
advisable to make a regulation, to the effect that no person should be allowed to sec 
up as a partner in an assurance association who could not pay up at least 50 /., whatever 
the amour.t of his shares might be, 797. 802. 

It is desirable that whoever takes on himself the office of a director should have some 
fair amount either of shares in a joint stock company, or of a guai*antee in a mutual 
assurance society, as a qualification for the interest which it is assumed he would take, 
798. 803-805 ^Witness considers that a valuation upon just princijjles of the out- 
standing risks would be a mateiial part of an account of every assui-ance office; manner 

in which this valuation should be arrived at, 808, 809 It would require a very large 

and costly Government department to check the value of all the outst aiding risks, 8 to 
55. 3 E Opinion 
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AruelU Charles. (Analysis of his Eyidence) — continued, 

■ ■>■ ■ Opinion that it wonid be very difficult to agree upon any principle upon which every 
assurance office should value its outstanding risks, 812. 

Evidence generally with regard to the valuations of the capital and income of insurance 
offices, with a view of arriving at their actual condition ; one material element is ihe 

manner in which the capital is invested, 813-824 It should be required that the 

offices should state not only what premiums had been received in the bygone years of 
existing assurance, but the value of the premiums that were expected to be received in 

futuie years, 814 In testing the probable prosperity of an office, it would be advisable 

to compare the value of the outstanding risk of the present year with the value of the 

outstanding risk at the end of the immediately preceding year, 820, 821 Witness 

does not consider that a considerable influx of young lives into an office would not alter 
the view of the prosperity of the institution, as every insurance brings its own responsi- 
bilities, 823, 824. 

Opinion that sufficient information would be acquired by making periodical valua- 
tions and watching the accounts, without having annual valuations, 824 Principle 

on which witness proceeded in his examination of the valuations of insurance Ci>m- 
panics ; in testing the situation of those particular offices, witness took the ground- 
work of their own valuations, 825-831 ^The older companies started with higher rates 

ofpiemium than have been adopted by the majority of the new companies; this has 
enabled them to distribute bonuses, and in other ways to give advantages to the assured, 

833,834 Some assurance^^^ssociations apply themselves by preference to the assurance 

of livis indifferent professions and pursuits; there is tio great difference in the rate of 
mortality in the selection of any class ; one uniform life table may be taken as applicable 
to all establishments, 836-840. 

Remarks relative to the rate of interest obtained by insurance offices ; if the institutions 
have the means of making a high rate of interest, they w^mld be warranted in taking 

lower rates of premiums, 841-843 The chief element of uncertainty is the mode of 

valuing the liabilities arising from the irregular way in whicli the offices frame their 

tables of premiums originally, 844 There is no difficulty or difference between 

actual ies as to the valuation of reversions, 845-847 Opinion that the public would be 

enabled, from the accounts proposed to be published periodically, to draw safe conclu- 
sions, 848-852— — It will not be safe to assume as at all generally true that these institu 
tions get to a tolerably uniform position with respect to their future liabilities, 850-852 
— ' — If periodical accounts were made, and annual accounts given, it would give to persona 
pretty well informed upon the subject, a good notion of the position of any particular office 
at any time, 854-857. 

[Second Examinaticm.] — There would be no pttrtic4alar difficulty in fixing some uniform 
table of moi'tality and some rate of interest, which might be adapted by all assuitmce 
offices in estimating their liabilities under xh% policies tliey may have in force; but 
witness doubts the advisability of obliging all assurance offices to adopt the same data 

for the same object, 858 Remarks as to the guarantees which mi^ht safely be taken 

from the projectors of new assurance offices, so as to mark the bona fides with which they 
might hn set on foot; some restriction should be established to prevent directors from 
bcirrowing back from the institution any pait of the money which they might have paid 

to the guarantee fund, 858 Observations relative to the probable usefulness of havmg 

seme check officer appointed, that should have some control or supervision over the 
accounts of the assurance offices, 858. 

Sugu;(f8tion that there should be a separate legi^ti^y of assurance companies; desirabie- 
nehs of having some public officer at the head of that registration thoroughly acquainted 

VA ith the business of life assurance, 858 Nature of the duties that miffht be performed 

by this officer; the want of such an officer seems to have been felt by the present regis- 
trar, 858 It would be an improvement if a full return was annually made by the regis- 
trar to Pariiament of all returns made to him ; Parliament should call for a return from 
the registrar of joint stock companies of every document and paper registered since the 

Act of 3844 came into operation, 858 Further evidence in reference to the accounts, 

or rather returns, which witness suggested it would be desirable to have recorded 
periodically, 858, 859. 

Afiticipation of Profits. Evidence in condemnation of the practice assumed by some 
assuram e otiices of making up their accounts on the principle of anticipating fature 
profits and treating them as assets ; this is an ample justification for Legislative inter- 
ference, Uigham 2399-2437. 2477--2514. 2526-2532. 

Assets and Liabilities. It would be cjuite desirable, after the insurance offices setting forth 
in their periodical returns the habihties of the institution in regard to iheir policies of 
assurance, « hat there should be some strict declaration before a magistrate as to the condi- 
tion of their assets; there should be a list of assets, stating generally of what they con- 
sist, and the rate of interest to be paid, ^nseZZ 791-793. 799, 800— —Observations as to 
the asstts of insurance companies ; the investment of the capital is an important feature 

of 
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Assets and Liabilities-^-conixnued. 

of the character of the assets, Thomson 941-948— Proportion which the accumulated 
fund in hand should bear to the whole liability of the office as a general test of its sol- 
vency, Dotmes 1132, 1133; Edmonds 1294-1300; Ingall 1769-1783. 1879-1882 

Statenient as to the rate of interest, and tables of morUdity which witness takes in his 

calculation in valuing the assets and liabilities of assurance companies, J)oumes 1214-1219 

Opinion that an office should be in possession of an accuoiulated fund of forty-two 

per cent, of its premiums to be in a sound condition, Edmonds 1247-1251 It would 

answer all purposes, and the public ought to be satisfied, if every office were left to 
makt its own return of its assets and liabilities, and simply to state the principle on which 

that return was made, iA. 1378. 1391-1393. I5f^3 Tiie premiums and receipts of an 

office ought in the long run to be equal to its liabilities without the aid of any paid-up 

capital, and in a well-conducted office it would be so, Ingall 1760-1766 A return of 

the amount of assets and liabilities of an assurance company would immediately show 
whether the office was proceeding on a safe basis or not, from the exhaustion of their 
means in proportion to their liabilities, ib. 1826-1839. 

See also Ajinual Accounts. Periodical Returns. Publication of Accounts; 

Solvency of Companies. Valuation of Assets. 

Asylum Life Assurance Office. The Asylum office was established in 1824,00 the pro- 
prietary principle, Farren 2602-2605- There was a paid^^pp capital of 60,000 /. out of 

a subscription capital of 240,000 /. ; this capital is invested in Government securities, in 
the names of trustees, so that the directors have no power over it ; conditions under 
which it may be redeemed, ib. 2606-2618. 2699-2707. 

Audit of Accounts. It is not an uncommon piactice, after an investigation has taken place 
into the affairs of an office, for the actuary of another office to go over the whole of the 
transactions and arrangements, and give an opinion as 10 whether the office was in a safe 
condition or not; by such a system anything wrong in the soundness of the office would 

be immediately discovered, Ansell 787-790 Observations with reference to the auditing 

of accounts of assurance offices; where the principles of the society are properly carried 
out, it would be quite unnecessary to have any examination, if the auditors do their duty, 

Downes 1228 Witness cannot suggest any greater safety in the manner in which the 

audits of assurance institutions take place, Edmonds 1369. 

See also Government Audit. 

Auditors. Observations with respect to the cla.ss of persons wlio ought to be appointed as 
auditors of assurance offices ; objection to appointing shareholders of the company to be 
auditors ; suggestion that professional auditors Stbould be employed, Taylor 324-331. 
360-366^— —Su^eat ion for the appointment of a profesisioMl auditor for every office, to 
examine the ordinary accounts annually, and to report to general meetings of the share- 
holders ; such reports to be put on record, along with the annual balance-sheet, Thomson 

968-98& Particulars with respect to the duties perfiirmed by the professional auditor 

attached to all Scotch assurance offices, ib. 973-985 — -^NaUire of the duty of auditors of 
assurance companies, Downes 1228. 

See ^\%o Audit of Accounts. Government Audit. 

B. 
Balance Sheets : 

1. Remarks generally as to the Balattce-^sheets returned to the Registrar* ^ 

Office. 

2. Unsatisfactory nature of these Returns. 

3. Proposals for improving the Balance-sheets. 

1. Remarks generally as to the Balance-sheets returned to the Registrar's Office : 
Remarks of the Committee as to the duty imposed on ioint stock companies by the 
Act of 1844, to return nnnual balance-8h( ets, lepiesenting the state of their affairs, to the 

registrar's office. Rep. iii. This provision has been very impertectly complied with in 

many cases, and in others altogether neglected; the registrar has no power to enforce 
the returns being made, ib. 

The Act of Parliament makes it ccmpul.-ory on the companies to return an annual 
balance-sheet to tl e regi^tmr's office ; this is not alwt-iys complied with, as there are a 
large portion of the companies who do not make them, and witness has no power to 

compel them to do it, Whitmarsk 50, 51. 66-79, ^66. »67 The provisions of the Act 

as to the return of the balance-sheets annually to the registrar are very much evaded, 

ib. 77 Absence of any provision in the Act as to the particular kind ot balance-sheets, 

and want ofdistinciion between ordinary end investigation balance-sheets, Thomson 865 
— — Remaiks with reference to the preparation of the balance-sheet as required under 
the Joint Stock Act, Colvin 2961. 

0.55. 3^2 Observations 
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Balance Sheets— continued. 

2. Unsatisfactory nature of these Returns : 

Observations as to the unsatisfaciory nature of the returns furnished by the assurance 
offices under the Act of 1844; many of thtm are not so intelligible as they might be 
rendered, jRqo. vii.*; Whitmarsh JO-JQ. 109. 242; TliyZor 296-309 ; TAo/wson 882-895 ; 

Downes 1087, 1088; Neison 2342, 2343 Some companies neglect to make these 

returns, and there is no means of compelling them to furnish them to the office, 
fVhitmarsh yo-jQ. 109. 242; 7<iyfor 296-309— ^ — ^Tlie statements put on record under 
the present Joint Stock Companies Act are not balance-sheets, but statements (if receipts 

and disbursements only, Thomson 1084 Although the returns made by assurance 

offices to the registrar of joint stock companies contains a great deal of information, 

tliey might be greatly improved, L/gall 1862-1869 Evidence in denial of statements 

by Mr. Whitmarfh and others, as to the unintelligibility of the accounts rendered to the 

registration office, Colvin 3587-3612 Denial of Mr- Whitmarsh's assertion that the 

accounts are manufactured for the purpose of regisiralion, and that a totally different 
balance-sheet from that sent to the registry office is laid before the proprietors, ib. 
3613-3624. 

3. Proposals for improving the Balance-sheets : 

Great advantage would result if any form of balance-sheet could be adopted upon which 
the returns should be made our, and some stringent measure adopted also, for the purpose 
of compelling the return of thf actual balance-sheet thai has been laid before the sub- 

scribtrs being reiutned to the Registry olHce, Whitmarsh 242-245 Opinion that the 

annual statement of receipts and expenditure is of value to give intbrmatipn in respect of 
the position of assurance companies; it would not lye a direct inde.v, but still it would 
afford some guide as to whether a society was in a prosperous condition or otherwise, ib. 
246-262 Proposed f /rm of balance-sheet which should be deposited with the Govern- 
ment officer, Thomson 882-895. 915. 989 The balance-sheet should be in such a form 

as to siiovv the result in each office according to its own way of estimating, valuing and 
stating iis accounts, ib. 915 Explanation with refeience to the difference between ordi- 
nary and investigation balance-sheet^ ; annual balance-sheets without an investigation 

cannot show the real state of a company's affairs, ib. 1084 Evidence to the effect that 

the reiur.ss made by assurance companies under the Act of 1844 might be very easily im- 
proved, so as to enable the public to decide whether the offices are in a sound state or 
othcruise; suggested improvements in the accounts and tables handed in in illustra- 
tion thereof, Parr 3266-3286. 3291,3292. 3395 Observations relative to the prin- 
ciples on which the balance-sheet should be prepared, and a proper valuation of assets 
determined, Eobertson 3434-3437- 3439f 3440. 

See tiho Acconms. Auditors. Periodical Returns. Premiums. Publication 
of Accounts. Returns f 1. 

Baylis, Mr. E. Mention of thirteen offices, twelve of which are in existence, as owing 
their oiii^in to Mr. E. Baylis, actuary, Pa^e/wfln 3087, 3088. 

Beneficent Life Assurance Society. Statement as to the Beneficent Life Assurance Society 
having been projected by R. W. Morris, Pateman 3050. 

Berlin Assurance Company. Information with respect to the BerHn Company, which was 
formed in 1836, with the exclusive privilege of transacting assurance business for sixteen 
or seventeen years; injurious effects of the monopoly vested in this co?npany, it being of 
itself insufficient for the population it had to deal with, Neison 3629-3645. 

Board of Trade. Suggestion that the President of the Board of Trade, or some other public 
officer, should liave power to make inquiry into the character of a company before its 
registration, jFarr 3333-3335. 3342. 

Bonuses. It is tl e practice with ihe great bulk of assurance offices to divide a por- 
tion of their profits in the shape of bonuses; process necessary to be gone throuo-h in 
order to arrive at the bonus that must be declared, Downes 1 121-1131. 1 165 Addi- 
tions made to the policy in some cases, or the party may surrender his bonus for cash, ib, 

11 65-1 169 Great differeoice of opinion among actuaries as to the principles on which 

the surplus or suppo^ed profits of an office should be arrived at, for the purpose of distri- 
bution among its shareholders as a bonus; chief grounds on wliich that difference of 

opinion exists, i/ig^// 1794-1806 Opinion that next to an improvident expenditure, 

the premature return of what is in modern times termed profits, or surplus, and its division 
as bonuses, is the most dangerous thing that can be resorted to in an assurance company, 

ib. 1806, 1 807. 1958-1960 Remarks as to the portion of profits given off by assurance 

compnnits to the as.-ured as bonuses, t6. 1924-1926 It would be a very wholesome 

regulation if it were made a condition that nothing should be treated as profits that was 
not capable of being paid in cash, ib. 1960-1964. 

Instead of reducing the premiums, the policy is sometimes increased, that is, a bonus 

is 



Digitized by 



Google 



aMa(iattan0«l BON BUB 405 

Report, 1852-53 — continued. 
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is given for overcharged premiums, Farren 2724, 2725. 2727, 2728 Evidence opposed 

to the practice of gruntinj; bonuses, ib. 2726-2765. 

See also Periodical Retarns. Premiums. 

Brown, Samuel (Analysis of his Evidence.) — Actuary of the Mutual Life Assurance 
Society, 1514— Remarks relative to the establishment of the comp;my on the purely 
mutual principle ; suiEciency of the premiums to meet all expenses; amount guaranteed 
by the directors; there has been no necessity to call for tliis fund, 1515-1522. 1743, 

1744 Opinion that from the great competition prevailing, and the necessity for a large 

expenditure, it is impossible to carry on an office without a paid up gunrantee fund, 
1523-1525 Evidence generally as to the income and expenditure of insurance com- 
panies between 1720 and 1837, showing that it is much more expensive to get business 
for a society now, than it was 100 years ago; witness's evidence is based upon Mr. 
•Christie's calculation, 1525-1575. 1674-1683. 

Statement of the total number of proprietary companies and mutual companies in 
existence at the end of 1852 ; total number of companies established since 1844 ; 1529. 

^543 Great number of mutual companies that start without a guarantee fund, the 

insurers in which have no security except the balance of premiums in hand, 1543, 1544* 

1576-1579. 1735 It is not a very common praciice for people to deposit money with 

assurance offices at interest, 1550-1559 ^The efftct of the large expenditure of modern 

business must be that the money must be eventually repaid by the members ; the assured 
must always repay any expenses incurred for the establishment of the company out of 
the premiums, 1580-1594 ^The Mutual Life Assurance Company registered them- 
selves under the Act of 1844, in the name requited for all existing companies, 1595- 
1604. 

Opinion that the number of assurance offices is too large for the amount of business ; 
if the same increase goes on for the next two years it might become an important question 

to the assured, 1^05-1607 Evidence generally with nspect to the guarantee fund to 

be possessed t>y all assurance offices ; amount necessary to form this fund ; the accu* 
mutated premiums might be applied from time to time to the release of the subscribed 

guarantee fund, 1608-1643. 171 1-1734 Opinion that a company cannot be considered 

-successful that is not solvent at any given time; a society should always be possessed of 
sufficient funds to meet all its policies, and leave off business without a defi»»iency, 1644- 

1673 Meie exertions to increase the business of an office without a large expenditure 

ol money, avail very little; ilthough it is very disadvantageous for companies to expend 
such large sums, they are obliged to do so on account of the competition of so many 
offices, 1652-1673. 

Statement showing the number of life assurance companies, according to date of for- 
mation, existing at the end of 1852, proprietary and mutual, with the nominal capital 
and nominal amount paid up of the former, 1683 -* — Remarks intended to show that 
the proportions between the capital paid up, and the nominal capital, does not differ very 

much in the old and new offices, 1685-1695 Observations as to the deficiencies of 

the new offices ; the amount of business done is inadequate to cover the amount of 

expenditure which has been made by a large number of offices, 1696-1 702 From the 

difficulty of obtaining business, the expenses of the offices are so greatly increased as at 

this time to render the payment of claims unsafe, 1702 Remarks as to the longevity 

of the population ; with regard to the lower orders a very great improvement has taken 
place, 1703-1709. 

Table showing the mortality per cent, in the Equitable Assurance Society between 
quinquennial periods of age, out of one hundrtd persons existing at each period and 

admitted respectively at intervals preceding, increasing by five years, 1709 ^The result 

is that the mortality in the society is less than the average in its earlier years, and 
greater the longer it continues, even out of persons existing at the same aj^e, 1709, 1710 
— Opinion that no capital is absolutely necessary; if the company is well managed^ 
and does not spend more than 14 per cent, of its premiums for the first year, it would 

requiie no guarantee fund and could carry on its business, 1711-1713 Many mutual 

offices have been provided with a guarantee fund by the directors or promoters, although 
no mention of it has been made in the prospectuses, 1736-1741. 

The deeds of settlements of all new companies are registered in the registrar's office, 

1742 Recommendation that the guarantee fund should be paid up with regard to all 

new offices as a security for the bond fide intentions of the promoters; witness con- 
siders that would be quite as effectual as a deposit, 1745-1748. 

Bubble Companies. Great fncilities which exist under the present state of the law for 
insurance companies, in common with others, being brought into existence with no 
reasonable prospect of, or guarantee for success, and not unfrequently without any 
bona fide intention of ti*ansacting business. Rep. iv. 

See also Fraudulent Companies. Guarantee Fund, I. 
0.55. 3 E 3 
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Capital, The provisional registration did not provide for any amouni of paid-up capital 
in ihe first instance; ihe amount of capital was perfectly optional with the company, 

Whitmarsh 13, 14 There is no provision as to any portion of the capital being paid 

up previous to complete registration, nor within any specific period after the deed is 

granted, 16. 35-40 Remarks relative to companies obtaining an increase of capital ; 

the companies are required simply to make a return of the fact to the registry office ; 
they do not come to the office for authority to increase their capital, Taylor 271-278. 

281-283 If ^^^ necessity for raising a further amount of capital after the company 

is formed could possibly be avoided, it would be desirable, ib. 371 No groat capital 

is necessary to set going a life insurance office, if the management is prudently kept 
down; still it is necessary to have some capital, as the premiums are not sufficient to 
meet all expenses, Finlaison 565-568 ; Brown 171 1-1713. 

Mode of calculating the capital and income of insurance offices ; money in the 
public funds cannot be considered as capital, Finlaison 585 et seq. 665-667. 693-697 

Remarks intended to show that the proportions between the capital paid up and the 

nominal capital does not differ very much in the old and new offices, Brown 1685-1695 

^The amount of the capital should depend on the peculiar mode of action adopted by 

each company, Neison 2300 ^The question of capital and no capital is precisely the 

question of dependent and independent risks, Farren 2620, 2621 The only use of 

capital is to facilitate the obtaining of business, Colvin 2926, 2927. 2949-2951. 

See also Guarantee Fund. Investment of CapitaL Mutual Offices. Paid-up 
Capital. Premiums. Proprietary Offices, 

Carlisle Tables. The Carlisle table is twenty per cent, too favourable for lives that have 

been long assured, Edmonds 1234 ^The table is a close representation of the vitality of 

the female population as last obserred in England, ib. 1435. 

See also Mortality, 2. Tables. 

Colvin, Alexander. (Atialysis of his Evidence.) — Actuary to the United Mutual Mining 

and General Life Assurance Society, 2888, 2889 This society was established in 1849 

under the new Act, 2890, 2891 Evidence with respect to the comparison which has 

been drawn up between the expenditure of twenty-one old assurance offices and twenty- 
eight new offices; opinion that the expenditure of the new offices has been exaggerated, 

2892-2902. 2908-2910. 2928 Explanation of the statement by Mr. Brown tliat only 

twenty*eight new offices could be brought forward, whose accounts were intelligible, 

289P Circumstance of the Registration Office refusing to give a voucher for the 

receipt of certain returns lodged with them, 2899-2902 Parliamentary interferenoe 

with assurance ofGices is both ineffective and tmdesirable; in proportion as Government 
interfere the public will become the more careless, 2903-2907. 

The offices established under the Act of 1844 are quite as honourably oonducted as 

those of an earlier date, 291 1 Objections to tlie proposal that every office should have 

a paid up capital as a test of good faith ; public damage rather than benefit would be the 

result, 2912-2927. 2933-2960 A paid up Ciipital affords little, if any, security to the 

assured, 2926.2952 The ultimate security of the public must depend on the premiums, 

2926 The only use oF capital is to facilitate the obtaining of business, 2926, 2927, 

2949''^95i Remarks on the relative expenditure of old and new offices; the expense 

with respect to new business is about the same in each case, 2928-2932. 

How far the peculiar constitution of life assurance societies offers unusual opportuni- 
ties or inducements for their establishment, 2933-2936 ^There is a great and growing 

demand for life asaurance, and no obstacles should be offered to the proper supply of such 

demand, 2937 Consideration of tlie question as to the amount of premiums which 

should remain on hand in order to prove the solvency of any company ; correction of 

Messrs. Christie and Brown's conclusions on this point, 2938-2948. 2954, 2955 Avery 

considerable sum may be expended at tiie commencement of an office without at all 
damaging the ultimate security, even though it should be paid out of capital and not out 
of premiums; the earlier expenditure is the price of the business, 2942-2960. 

Remarks with reference to the preparation of the balance-sheet as required under the 

Joint Stock Act, 2961 Explanation of the course at first pursued by witness in valuing 

the gross premiums of his office, and in preparing the balance-sheet, so as to show the 
general condition of the office, anrl its prospects for the future ; he entered into this detail 
under a mistaken impression that the Act required him to do so, 2961-2971. 

[Second Examination.] — Admission by witness that he was under a misapprehension in 
stating that the registrar's office habitually refused to give vouchers for documents returned 
thereio by assurance companies, 3447, 3448. 
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Cohin, Alexander. (Analysis of his 'Evidence)— -continued. 

[Third Exatnination.]— Further evidence with respect to the comparison of expenditure 
of old and new offices ; grounds for the conclusion that such comparison was made under 

circumstances altogether disadvantageous to the young offices, 3549-3581 Strong 

feeling existing nmong ihe members of the Institute of Actuaries against Government 

interference with respect to the formation of new assurance companies, 3582-3584 

The Institute of Actuaries are almost exclusively opposed to the proposal that each 
office should de|>08it with Government a large deposit as a security to the public, 3584- 

3586 Evidence in denial of statements by Mr. Whitmarsh and others, as to the 

unintelligibility of the accoimts rendered to the Registration Office, 3587-3612 The 

annual accounts should be simple statements of receipt and expenditure as at present, 
and periodically there should be complete returns of all assets and liabilities, 3590-3612. 

Denial of Mr. Whitmarsh's assertion that the accounts are manufactured for the purpose 
of registration, and that a totally different balance-sheet from that sent to the Registry 

Office, is laid before the proprietors, 3613-3624 Explanation of a statement by Mr. 

Pateman that the United Mutual Mining Office was one of those projected by Mr. 
Alfred Burt; the latter office had no connexion with that to which witness belongs, 
3625, 3626. 

Commission. See Agents. 

Competition. With reference to any check which the Legislature may think proper to 
impose upon life insurance offices, it ought not to be with the view to restrain competi- 
tion, but rather with a view to increase public confidence and security, and to extend the 
general business of life insurance, Finlaison 702. 

See also Expenditure, I. Guarantee Fund. Ireland. Preliminary Expenses. 

Complete Registration. Remarks of the Committee with respect to the complete regis- 
tration of joint stock companies. Rep. iii ^The next step after provisional n gistration 

is for the company to prepare for complete registration ; manner in which this is effected ; 
deposit of the deed of settlement with the Registrar, which, if conformable with the 
Act, entitles the company to complete registration, Whitmarsh 27-34. 

See also CapitaL Frauds. New Offices. Policies. Registered Companies. 

Constitution of Companies. Observations as to the general constitution of an insurance 
office, in order that it should be placed tipon a basis as satisfactory and secure to the 

public as possible, Finlaison 565 et seq. Life assurance has not been sufficiently long 

practised in thk country, in the varieties of forms in which it now exists, to have been 
worked out to a satisfactory conclusion as a proof and evidence of the soundne^fs of 

the principles on which it is established, Ingall 1965-1967 How far the peculiar 

constitution of life assurance societies offers unusal opportunities or inducements for 
their establksbment, Cohin 2933-2936. See also Muttml Offices. 

Continental Assurance Companies. In consequence of the restrictions imposed on conti- 
nental companies, the spread of assurance has been exceedingly limited and slow, and 
the great bulk of the transactions take place in assurances by English offices, Neison 

3627 etseq. Throughout Bavaria and Hanover, and a great number of other states 

on the Continent, the Government restrictions with respect to assurance offices are very 
severe, and the effect is that very few local companies have been established, ib. 3646- 
3670. See also Germany. 

Cost-Book Principle. Large number of joint-stock companies at present established upon 
the cost-book principle, which is perfectly undefinable, Whitmarsh 238. 

Counties Union Life and Fire Assurance Company. Reference to the ** Counties Union 
Life and Fire Assurance Company/' whictt has lately been brought to a close ; the claims 
are nearly 20,000 Z., and will fall on the shareholders, who are ftw in number, Pateman 
3107-3111. 



Deeds of Settlement. Alterations miide by witness in deeds of settlement sent to him for 
the purpose of complete registration of companies ; witness has no power to interfere with 
the deeds except when he considers them contrary to the intention of the Act, Whitmarsh 

93-102 Witness does not believe his duties are merely ministerial as regards the 

registering of deeds, and that he is bound to register anything a company may choose 
to put in the deed, but considers that he has a general discretion in the examination and 

alteration of those deeds, ib. 103, 167-169 ^With respect to the subscribers siting 

the deed of settlement, there are but very few who read the deed or know what stipula- 
tions it contains, ib. 137-130 Witness has never had occasion to refuse to register a 

company; he frequently makes alterations in the deeds of settlement, which are agreed 

to by the companies, ib. 166 The rules connected with complete registration are 

easily evaded ; illustration of this, with reiiard to the provisions of the Act, that the 
0.55. 3 E 4 deed 
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Deeds of Settlement — continued, 
deed of settlement must be executed by subscribers holding one fourth of the capital of 

the company, Taylor 267-278 ^This stipulation of the Act is not sufficient to secure 

the bona fide character ot the company, ib, 275. 

See also Amendment of the haw. Complete Registration. Frauds. Limited 
Liability/. Shareholders. 

Deficiencies. Observations as to the deficiencies of the new offices ; the amount of business 
done is inadequate to cover the amount of expenditure whicli has been made by a large 
number of offices^ Brown 1696-1702. 

Deposits of Monet/. Remarks of the Committee as to the class of business which some 
offices have undertaken, of receivinir deposits of money at interest; this appears totally 

inconsistent with the business of life assurance. Rep. vii It is not a very common 

practice for people to deposit money with assurance offices at interest. Brown 1550- 
1559- 

Directors. In every case of the change of directors after complete registration, such 
change is communicated to the Registrar's Office; the Act is imperative that one third 

shall nnnuaily retire, but they may he re-elected, Whitmarsh 52-60 It is desirable 

that whoever takes on himself the office of a director, should have some fair amount 
either of shares in a joint-stock company or of a guarantee in a mutual assurance 
society, as a qualification for the interest which it is assumed he would take, Ansell 798, 

803-805; Pateman 3126 Observations as to the usual allowance to directors of 

assurance offices; very commonly the gross amount of the fund set apart for the 
directors is distributable according to the number of their attendances, Jellicoe 2126- 

2136 It would be very expedient that the proprietors might periodically inspect the 

proceedings of the company so as to judge of their own security; the directors shoukl 
also answer fairly and honestly every question that may be asked upon the condition of 
the office, Robertson 3539-3545. See also Mutual Offices. 

Dissolution of Companies. Remarks with respect to the insurance companies that have 
been dissolved ; opinion that the large majority of those companies never were trust- 
worthy, Taylor 477-485. 492, 493 I'he business of those offices that have been 

dissolved, has been chiifly in ihe country, Pateman 3106, 3107. 

Division of Profits. See Bonuses. 

Downesy James John. (Analysis of his Evidence.)— Acmary for the Economic Assurance 

Society, 1085 Unsatisfactory nature of the returns furnished by the assurance offices 

under the Act of 1844 ; many of them are not so intelligible as they might be rendered^ 

1087, 1088 Opinion that it would be desirable that a periodical account of the 

condition of assurance offices should be placed before the public; no uniform account 
could be framed that would meet the case of all offices ; nature of the information to be 

given in such periodical accounis, 1089-1120 An annual account of receipts and 

expendiiure of assuiance companies should be registered, with a view of satisfying the 

members that their business is he\(\% conducted on a satisfactory principle, 1094 

Remarks relative 10 the premiums charged by different offices; some offices calculate 
their premiums at a high rate of mortality and a low rate of interest, 1105, 1106. 

Observations wiih respect to lapsed policies; there is an erroneous impression on the 

public mini! as to the profit an office makes on lapsed policies, 1107-1113 Small 

profits made by insurance offices by the purchase of policies; it loses more by the loss 

of business, 1107 Very little advantage would result from the appointment of an 

official actuary (o give an opinion as to the accuracy of the companies' accounts, as be 

would be obliged to assume all the data placed before him to be correct, 1 114-11 17 

Difference of opinion amcng actuaries as to the safeness and correctness of any principle 
adopted in the formation of an account sliowing the condition of the company, 1114- 

1119 It is the practice wiih the great bulk of assurance officea to divide a poMion 

of their profits in the shape of bonuses ; proofs necessary to be gone through in order 
to arrive at the bonus that must be declared, 1121-1 131. 

General compulation that would show what proportion the existing amount of 
accumulated slock of tite company would bear to its gross liabilities at any particular 

momeni, IJ32-1133 Proportion of the premiums received that witness would regard 

to be a satisfactory and ^ale one to be consumed in expenses; a much larger ex- 
penditure would be required necessarily in new offices than in old ones, 1134-1140. 

1147-1154 Wherever the expenses are more than are provided for by the loading 

of the premiums, it must be manifestly to the hazard and risk of the assurers, and to 
the consumption of the capital, which ought to provide for thai risk in the long run,. 

that the expenses must be paid, 1141 With respect to the state of the accounts of a 

life assurance office, witness considers it is a matter which concerns either the share- 
holders of a proj>rlelary company, or the members of a mutual society, 1141. 

Opiiiion that there is a sufficiniit amount of information now before the public with 

regard 
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regard to the condition of assurance societies, to enable them to come to a fair judgment 
as to the general management and condition of each society ; inquiries are at times made 

for particular information, winch is always supplied by the offices, 1142-1146 

Remarks relative to offices that do not pay for transferring their business to other 
assurance companies, IJ48, 1149 — —-Calculation as to the value of policies at the end 
of the first year of an assurance society, supposing the lives to have been selected with 

care, 1151, 1152 Observations as to the damaging effect of lapsed policies upon the 

consideration of assets and liabilities ; but very few people now allow their policies to 

lapse, 1155-1164. 1170, 1171 ^Further remarks with respect to the granting of 

bonuses ; additions made to the policy in some cases, or the party may surrender his 
bonus for cash, 1 165-1 i6g. 

With respect to the preliminary expenses, they are paid out of the general fund of the 
company, and not out of any fund separately subscribed for the purpose, 1172-1175 

Opmion that it would be desirable both for the security of a new office and the 

benefit of the assured, that there should be a guarantee fund ; that parties originating 
an assurance office, in order to show their good intentions and their wish to uphold the 
office, should put down a sufficient amount of money to defray the preliminary expenses 

and to provide for any contingencies that may happen, 1176-1178- If parties khetv^ 

that there was a fund sufficient to compensate for any exeess of mortality, or any 
extraordinary expenses not contemplated, it would tend to give confidence in such an 

office, 1178-1195 ^The guarantee fund should be invested in the names of trustees; 

these trustees might be taken from the assured in mutual societies, and from the pro- 
prietors in companies having a share stock, 1179-1181. 

Manner in which the guarantee fund should be raised, both in proprietary and mutual 
companies; interest that should be allowed thereon; proportion of paid-up capital which 

should constitute that guarantee fund, 1182-1198. 1212, 1213 Opinion that 10,060/. 

would be sufficient for a guarantee fund for the real security of the public, 1199 

Proprietary companies should have a paid-up capital; it is very undesirable lor the 

public merely to have to trust to the responsibility of the proprietors, 1200-1203 The 

possession of a guarantee fund would be an inducement to prudent and calculating men 

to insure in those offices, 1204-1206 Witness is not aware of any of the mutual 

offices being possessed of a paid-up guarantee fund, 1207-1211 Statement as to the 

rate of interest and tables of mortality which witness takes in his calculation in valuing 
the assets and liabilities of assurance companies, 1214-1219. 

Witness does not consider that any decrease in the rate of interest in the public funds 

would materially affect the stability of assurance offices, 1217-1219 Observations 

with respect to the expenses of management of assurance offices; although no office 
could safely continue for any length of time to incur an expenditure equal to half its 
premiums, yet in the early stage of the existence of the company such an expenditure 
may arise; and provided there is a guarantee fund, there is nothine to be apprehended 

with regard to the future solvency of the society, 1220-1227 ^In the case of a life 

assurance society, very great injury may result to innocent parties by a recklessness of 
management, 1222— If the excessive expenditure during the early years exceeds the 
amount of the guarantee fund, the deficiency must be made up from the premiums 
during the period that excessive expenditure continues, and both parties, the assured and 
the contributors to the guarantee fund, would suffer, 1223. 

Observations with reference to the auditing of accounts of assurance offices ; wh^re 
the principles of the society are properly carried out, it would be quite unnecessary to 

have any examination, if the auditors do their duty, 1228 Nature of the duty of 

auditors of assurance companies in the investigation of accounts, 1228. 



E. 

Edmondsy Thomas Rowe. (Analysis of his Evidence.) — Actuary of the J-«gal and General* 
Assurance Office, 1229— Particulars as to the table of mortality used by this office ; 

that table comes near to the actual truth of the present mortality, 1231-1233 The' 

Carlisle Table is twenty per cent, too favourable for lives that have been long assured, 

1234 Statement as to the manner in which the premiums are computed by the Legal 

and General Office ; amount put as loading on those premiums, 1235-1241 Large* 

amount of expenditure that has been apparent in some of the modern offices ; this would 

reduce the amount of the reserve fund far below a safe point, 1242-1246 Opinion 

that itn office should be in possession of un accumulated iund of forty*two per cent, of 
its premiums to be in a sound condition, 1247-1251. 

Necessity for all new offices being possessed of some kind of guarantee fund to meet 
the preliminary expenses and the amount of policies that might fail due in the first few 
years ; as competition increases among the offices there is greater necessity for such a 
fund, 1252-1256— —The preliminary expenses of an assurance office, and the expenses 

0.55. 3 F of 
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Edmonds, Thomas Rowe, (Analysis of bis Evidence) — cot^imed, 
of the early yaars of its existenBce, are mucii greater now than they were formerly ; this 

arises chiefly from increaiied competition, 1257-1260 Many insurance offices have 

woynd up their bmuness and sold it to other offices, ia6i, 1262-^-^ Remarks relative to 
the losses incurred by the public by the relinquishment of policies from a feoUngof 
the insecurity of the offices in which they are assured ; many of the offices fio not give 
anything for such policies, and those that do purchase them only give two thirds of the 
value, 1263-1281. 

In valuing the assets of an office the net premiums alone should be valued ; the full 
premiums charged to the assured should be submitted to a reduction of about twelve per 
cent.; taking the full amount would obviously lead to a very innccurate result, 1282- 

1 292 Remarks relative to the periodical valuations made by assurance offices ; there 

would be no difficulty framing an account that could be easily made by offices generally 
for the purpose of showing accurately, by a periodical valuation, the condition of the 

office as to its solvency, 1289-1293. 1333-1349 Proportion which the accumulated 

fund in hand should bear to the whole liability of the office as a general test of its 
solvency 1294^-1300— There would be no objection on the part of the old companies 
to publish annual accounts, but such accounts would give very imperfect information; 
they would not show the state of th'mgs so fully as periodical accounts, t30i-i3i2« 

It would be a great advantage to the offices themselves if any plan could be devised 
to give the public a periodical assurance, from time to time, that the whole fund equal 
to meet their demands remained unimpaired; it would be a great encouragement to 

people to use assurance o6ices more than they do now, 1313-1321. 1388 Were the 

Legislature to propose such regulations as would give to assurers the full meaiw of 
judging of the con<dition of the fund in which they were beneBoially interested, it would 

not be an undue interference with trade, but wouki be very beneficial, 1321-1332 

Frequency of life insurances being effected in cases of loans to protect the party advanc- 
ing the money, as also to secure money settled on the children of a marriage subsequently 
to take place; the office in such cases is in the position of a trustee ibr the parties bene- 
ficially interested, 1322-1332. 1488-1500. 1509. 

Obser\'ations as to the loans made by assurance offices; the rate of interest charged is 

in proportion to the risk, 1350-1354 Assurance offices do not hold a large number of 

Exchequer Bills, excqpt as a balance when they eirpect to have claims to pay, 1355, 1356 

Opinion that the new Exchequer Bonds are not likely to be a favounte iovesstment 

with assurance offices, as they will be liable to depreciation, 1357-1367 No omendment 

is required in the internal management of the offices, 1368- Witness oannot susgest any 

greater saftty in the manner in which the audits of the assurance institutions take place, 
1369— —There are no means, other than those existing, by which the general accuracy 
of the accounts might be attested to the public ; tlie only mode of making them accurate 
would be to impose a penalty on any incorrect or fraudulent account, 1370-1384. 

Opinion that no advantage would result from the appointment of a Government officer 

to examine the accounts of assurance companies, 1377-1387. 1475 Such officer 

would not have any right of interference until there was ground to suspect fraud, other- 
wise it would be interfering unjustly with private tradeis' affairs, 1377-1402 If would 

answer all purposes, and the public ought to be satisfied, if every office were left to 
make its own return of its assets and liabilities, and simply in state the principle on 
which that return was made, 1378. 1391-*! 393. 1503 > T able of mortahty that wit- 
ness would reoommend if the Government wi«lie<i to make out a model table; grounds 
of complaint against the Northampton and Carlisle Tables, 1403-1406. 1427* 1504- 

1506 Evidence generally with rei^>ect to the mortality in this country; increttse of 

mortality that lias b^ goiugon since 1816, as shown by all the mortality registers, 1407- 
1421. 

The selection of lives has a great influence on the condition of an office, 1422. 1427- 
t430 Table showing the mortahty according to age and duration of membership, 
experienced in the *' Equitable " and '' Amicable " assurance societies, compared with 
the *' Carlisle '* Tables of moi tality, at ages two and three years older rRspaotively^ 

1422, 1423 Table slK>wing the combined experience of the Equitable and Amicable 

Assurance Societies, among all their members of more than five years standing; with 
which is compared a theoretical table, whereof the mortahty under the age of fifiy-tMO 
years increases imiformly at the rate of three per cent, per annum, and the mortality 
above that age at the rate of eight per cent, per annum, 1423-I4a6— ^ — ^There is no 
table of mortality that can be applicable to assurance offices with regard to age alone ; 
it must regard also the dme for which a person has been a member, 1424, 14A5. 

Table showing the annuai mortality per cent., according to age, of the female popula- 
tions of England and Sweden, observed at four different periods ; also exhibiting for 
comparison the reaolts of Dr. Hey sham's Carlisle observalton,.and the results of two 
theoretical tables, deducted from a uniform law of mortality, 1433-^'^Table thowmg 
the annual mortalit]^ per cent, according to age, of the male and female population of 
Enf^d ; of Cheshire and Lancashire, and of twelvie of the healthiest lai^ towns in 

. Ki^land 
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Eaglaody during the Mven y€ar& 1838.10 1844; ako exbibiting far compai-i^on the mor- 
talities of corresponding ages deducted from three theoretical tables^ 1433 With 

regard to the longevity of classes, it is greatest in the agricultural populaiion, 1434*-1436 
— — -The Carlisle Table is a close representation of the vitality of the female population 
as last observed m Eugiand, 1435* 

Frequency of parties abandoning their policies from want of confidence ia asfmraoce 

offices, 1437-1441 Opinion that, with regard to one-third of the existing assurance 

offices in London, there is a feeling of want of confidence in their solvency, 1440-1459 
-—-Remarks relative to the prices fetched by policies in the market ; the price is a good 
deal regulated by what the office itself will give for the policy, 1443-1448. 1458-1460 

How far the amount of business transacted by an assurance office is any proof of 

the existence of public confidence, 1461-1469 Periodical returns should ble required 

from all offices to be made to the registration office ; with reference to liabilities and 
assets, they should be arranged under a few general heads, which the offices would have 
no difficulty in filling up, 1470-1487 Grounds for the opinion that Government inter- 
ference is necessary with regard to assurance offices; but witness would not recommend 
Government interference unless upon a reqitisition by a certain number of policy holders, 
1497-1502. 1609-1613- 

JBmdkibie Life Assurance Society. Remarkable increase in the baaiiiess of the Equitable 
Society about the beghming of the present century; paper showing the sums insured 
and the additions thereto at diffirrent periods, from 1800 to 1850, Ewr 3^33-3241. 3385- 

3389 There are no conclusive data in ^Ytsience by wlmh posrttrely to detennine the 

security of assurance offices generally; the comprehensive tables published by the 
Equitable Society, and a few others, prove the sovndness of those offices, ib, 324.5-^3^64 

General cash account of the Equitable Society for the year ending 31 December 1 852, 

4PP- 382^ 383* -See also Mortality. 

European Alliance Fail Pay Luurauce Company. Remarks on the formation and disso- 
lution of tiie ** European Alliance Full Pay Insurance Company," which was fraudu- 
lently projected by George Ociavius Etherwill and William A. Amati, and registei^d 
21 September 1852 ; prospectus of the Compiany handed in, Pateman 3079^ 3082. 

Exchequer Bills. Assurance offices do not hold a large number of Exchequer Bills, except 
as a balance when they expect to have claims to pay, Edmonds 1355, 1356. 

Exchequer Bonds. Optnion that the new Exchequer Bonds are not likely to be a favourite 
investment with assurance offices, as they will be liable to depreciation, Edmonds 1367- 
1367. 

Expenditure : 

1. Comparison between the Expenses of Old and New Offices; necessity for 

a larger Expenditure by Motkm Offices. 

2. Remarhs as to the Proportion which the Expendihart ovght to bear to the 

Income. 

1. Comparison between the Expenses of Old and New Offices \ necessity for a 
larger Expenditure hy Modem Offijces : 

Remarks relative to heavy expenses of conducting an insurance office during the first 
few years of its existence ; the expenses very far exceed the amount of premiums 

received, Ansell 709-725. 832-835 Observaiions with respect to the expenses of 

management of assurance offices ; although no office could safely continue for any length 
of time to incur an expenditure equal to balf its premiums, yet in the early stage of the 
existence o\' the company such an expenditm^ may arise, and provided there is a 
guarantee fund, there is nothing to be apprehended with regard to the future solvency 
of the society, Iknmee i2«o-ia«7 — —Large amount of expenditure that has been 
apparent in aooie of the modem offices ; this would reduce the amount of the reserve 
fund far belovy a safe point, Edmonds 1242-1246 Opinion that from tlie great com- 
petition prevailing, and the necessity for a krjje expenditure, it ia impossible to carry 
on an office without a paid-up guarantee fund. Brown 1523-1525. 

Evidence generally as to the income and exp(,*nditure of insuranee cotttpanies between 
1720 and 1837, showing that it is much more expensive to get business for a society 
now than it was 100 years ago; witness's evidence is based upon Mr. Christie's calcu- 
lation, Brown 1525-1 675- 1674-1 683 ^The effect of the large expenditure of modern 

business must be that the money must be eventually repaid by the members ; the assured 
must always repay any expenses incurred for the establishment of the company out ol the 
preaiiuujs, ift. 1580-1594— Mere exertions to increase the business o^ an office wiUioui 
a large expeyditure of money, avail very little; although it is very diaadvAOtageous for 
companies to expend such largejiuins, they are obliged to do soon account of the compe- 
tition of so many offices, ib. iS5)i-i673 From the difficulty of iobtaioing business, the 
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Expenditure^ continued. 

1. Comparison between the Expenses of Old and New Offices, ^c. — continned. 

expenses of the oflBces are so greatly increased as at this time to render the payment 

of claims unsafe, Brown 1 702 Particulars extracted from the returns in the Registrar's 

office, showing the receipts and expenditures of twenty-eight offices establish^ since 
1844 ; large amount which the expenditure bears to the receipts of these offices, IngaU 
1927-1944. 

Consideration of the amount of expenditure in proportion to the premiums, that 
would be justifiable in a newly established proprietary company ; the expenses might 
at first exceed the premiums, and still the office be in a flourishing conclition, Nelson 

2270-2282 Observations as to the relative expenditure of assurance offices of the 

same age, but at different epochs, to obtain business; the expense was less in tlie early 
part of the nineteenth century than it is at the present time ; but it has not increas^ 

since 1830, ift. 2290-2296 Justification of the large expenditure by some offices; 

they can afford to spend every year the whole premiums arising from their new business, 

Hornby 2581-2586 Evidence with respect to the comparison which has been drawn 

up between the expenditure of twenty-one old assurance offices and twenty-eight new 
offices ; opinion that the expenditure of tlie new offices has been exaggerated, Colvin 

2892-2902. 2908-2910. 2928 Remarks on the relative expenditure of old and new 

offices; the expense with respect to new business is about the same in each case, tA. 

2928-2932. 3549-3581 Grounds for the opinion that the expenditure to create a new 

assurance business now is much greater than it was formerly, Pateman 3133 et seq. 

Remarks as to the proper course to be pursued by a company whose annual expenses 
may for a period be larger than the amount derived from premiums ; the assured may be 
perfectly safe under such a contingency of afiairs, Robertson 3535-3546. 

2. Remarks as to the Proportion which the Expenditure ought to bear to the 
Income : 

Proportion of the premiums received that witness would regard to be a satisfactory 
and safe one to be consumed in expenses; a much larger expenditure would be 

required necessarily in new offices than iu old ones, Downes 1 134*1 140. 1 147-1154 

Whenever the expenses are more than are provided for by the loading of the premiums, 
it must be manifestly to the hazard and risk of the assurers, and to the consumption of 
the capital, which ought to provide for that risk in the long run, that the expenses must 

be paid, t6. 1141 -if the excessive expenditure during the early years exceeds the 

amount of the guarantee fund, the deficiency must be made up from the premiums 
during the period that excessive expenditure continues ; and both parties, the assured and 

the contributors tq the guarantee fund, would suffer, iJ. 1223 Supposing the expense 

of management be more than one-sixth of the amount of premiums for any length of 
time, the office could not be safe to be doing profitably ; and if the expenses amounted 
to one-third of the annual premiums they would be going on in a very bad way, IngaU 
1837. i860, i86i. 

See also Agents. Competition. Deficiencies. Mutual Offices. New Offices. 
Preliminary Expenses. 



Failure of Offices. Policy holders have frequently been defrauded through the failure of 
offices duly registered under the Joint Stock Act, Pateman 3170, 3171. 

See also Paid-up Capital, I. Tratisfer of Business. 

False Returns. There is no penalty under the Act in the event of false returns being made 
to the Registrar on the original resristration of a company ; cases occasionally occur in 
which false statements are made, Whitmarsh 163-165. 

Farmers and Graziers Mutual Cattle Assurance Company. Insolvent condition of the 
Farmers and Graziera Mutual Cattle Assurance Company, who are issuing policies at 
the present time, Pateman 3087. 

Farr, William, M.D. (Analysis of his Evidence.)— Is at the head of the Statistical 

Department in the Registrar-general's office, 3221 Remarks on the construction of 

life tables, compiled from census returns, for the purposes of life assurance ; new tables 

are now being prepared under the direction of witness, 3222-3224 The progress of 

life assurance offices has been very rapid during the present century, and the character 
of the business has greatly improved upon what it formerly was ; causes to which this 

increase and improvement are attributable, 3225-3243 Kemarkuble increase in the 

business of the Equitable Society, about the beginning of the present century; paper 
showing the sums insured and the additions thereto, at different periods from 1800 to 

^850; 3233-3241. 3385-3389 Opinion that, with few exceptions, all the offices in the 

country aie at present in a sound condition, 3244-3248 ^There are no conclusive data 

in existence by which positively to determine the security of assurance offices generally; 

the 
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the comprehensive tables published by the Equitable Society, and a few others, prove 
the souudness of those offices, 3245-3264. 

Qpinion that' life assurance will be adopted much more extensively than it is at present, 

3265 ^The clause in the Income Tax Act, with respect to life assurances, has given a 

great impetus to business, 3265. 3287-3290- Evidence to the effect that the returns 

made by assurance companies, under the Act of 1844, might be very easily improved, so 
as to enable the public to decide whether the offices are in a sound state or otherwise; 
suggested improvements in the accounts and tables handed in in illustration thereof, 

3266-3286. 3291, 3292. 3395 Approval of the form of return prepared by Mr. Ansell, 

3268 The return delivered in by Mr. Morgan before the Committee of 1844, would 

also enable any one to determine the precise state of any society, 3268 It would be a 

great advantage to sound offices if they were compelled to publish a perfectly intelligible 
return, 3291, 3292. 3316-3319- 

Remarks on the increase now going on in what is termed third class business ; the 
national life tables may be safely used lor calculating premiums on policies granted to 
the lower orders ; the greater expenditure of an office transacting such business would 

be compensated by the greater number of policies that would lapse, 3293-3314 The 

progress of life assurance has been much cnecked by the use of the Northampton Table, 

which is a very erroneous one, 3315 ^The older offices are now using correct tables, 

and great advantage would result if the later societies did likewise, 3315, 3316 How 

far it would be practicable or expedient for Government to interfere in testing the accuracy 

of the returns of the numerous offices now existing, 3320-3325 Evidence as to the 

necessity of a paid-up capital; circumstances under which it might act prejudicially to 
the public, 3326-3345. 

Mutual offices should be compelled to provide some capital, and not to expend their 
premiums in gaining business, &c., though in most instances the rates of premium are 

quite sufficient to cover all risk, 3326-3329. 3346-3352 The necessity of a paid-up 

capital would check the establishment of iraudulent companies, 3332, 3333. 3345 

Suggestion that the President of the Board of Trade, or some other public officer should 
have power to make inquiry into the character of a company before its registration, 

3333-3335- 3342 Fnendly societies might be unduly checked if a paid-up capital were 

rendered indispensable, 3336-3341 Remarks relative to the expenditure of assurance 

companies, more especially as regards commission to solicitors or other agents for bring- 
ing business to their offices, 3353-3384 The usual commission is five per cent. 

annually on the premium, and some offices purpose allowing a higher rate; it would be 
well, if possible, to limit the amount of commission, 3355-3380. 

In the accounts rendered by the companies, the expenses of agency should be kept 

distinct from the ordinary expenditure, 3381-3384 How far it might be desirable that 

every office should return the actual amount of assurances effected during the year, and 

should pay a stamp duty accordingly, 3390-3394 Table exemplifying two modes of 

valuing the liabilities and assets of an assurance office, so as with certainty to ascertain 
its condition, 3395. 

Farren^ E. J. (Analvsis of his Evidence.) — Is connected with the Asylum Life Office, 2601 

^The Asylum Office was established in 1824 on the proprietary principle, 2602-2605 

^There was a paid-up capital of 60,000 /. out of a subscription capital of 240,000 /. ; 

this capital is invested in Government securities, in the name of trustees, so that the 
directors have no power over it ; conditions under which it may be redeemed, 2606-2618. 

2699-2707 Every assurance office should have a paid-up capital 10 start with; 

evidence in support of this opinion, 2619-2673. 2708 et $eq. The question of capital 

and no capital is precisely the question of dependent and independent risks, 2620, 2621 
—Evidence to the effect that, under the most careful computations based on averages^ 
a state of circumstances may arise so disadvantageous to an assurance office as to require 
more than any ordinarily computed premium would cover, 2622-2624. 2627-2640. 
2649-3673. 

The objects of a paid-up capital are to keep the averages steady, and to answer for the 

good faitti of the office, 2623, 2624 Mode of arriving at the amount of paid-up 

capital necessary to secure the public from all contingencies, 2625, 2626. 2641-2648 

Prudent resolution adopted by some young offices, of limiting to moderate terms the 

risks they will undertake on a single life, 2654-2661 ^T'he Act of 1844 has failed in 

placing a proper check to the establishment of assurance offices conducted by incompetent 

or dishonest persons, 2674-2678 Suggestion that Governmetit should have a veto as» 

to the appointment of actuary to every office, 2679-2681 Either by examination or 

otherwise there should be some test of the competency of every actuary, 2682-2689 

Remarks on the tables of mortality used by assurance companies ; fur mixed lives Mr. 

i'arr's tables are i he best, 2690-2698.2722, 2722 In a mutual company the risk is 

entirely amongst the assured, but the Legislature would be justified in preventing the 
possibility of such risk by compelling all assurance offices to adopt the same protective 
measures, 2708-2720 Custom of most offices to modify their premiums from time to 

0.55- 3^3 ^°»«> 
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time, as experience proved ^o be allowable, 2723— ^Instead of reducing the premiums^ 
the policy is sometimes increased ; tliat is, a bonus is given for overcharged pr^oiittmsy 

2724, 2725, 2727, 2728 Evidence opposed to the practice of granting bonuses, 

2726-2765* 

Hovtr far it virould be possible to construct an account which should, from time to time, 
present to the public and the shareholders a fair and systematic stateineni of the condition 

of the ofBce, 2766-2816 In many cases the actuaries might naturally take too sanguine 

a view of the assets of their office, and, without intending any wrong, place the same in 
much too favoui-able alight before the public ; opportunities possess^ by actuaries for so 

doing in valuing ihe stock investments of the office, 2779-2794. 2804-2813 There is 

no common principle adopted by assurance offices with respect to the purchase of dropped 

policies; profits arising from this source, 2795-2803. 2814-2816 Statement in 

illustration of the risk incurred by mutual assurance and benefit societies, if without other 
resources at commencement than the amount of premiums receivable, 2817. 

JFinlaison, John. (Analysis of his Evidence.) — Was for about 30 years actuary to the 

Commissioners of the National Debt, 562 Has had great experience with reference to 

life insurance offices, 563, 564 Observations as to the general constitution of an 

insurance office, in order that it should be placed upon a basis as satisfactory and secure 

to the public as possible, 565 et seq. No great capital is necessary to set going a hfe 

insurance office, if the management is prudently kept down ; still it is necessary to have 

some capital, as the premiums are not sufficient to meet all expenses, 565-568 The 

principle of insurance is extremely simple ; there is no difficulty whatever in determining 
the actual condition of an office at any given time, if provision is made beforehand for a 

valuation; nature of this valuation, 569-577 An insurance office, in order to be in a 

state of perfect solvency, ought at any moment to be able to pay the fHresent value of 

every person insured, and to go on with new insurances, 576 Inaaranoe offices are 

frequently in the habit of buying up their policies ; it is a perfectly safe praetice for the 
offices, as they never give the full value, 578, 579, 690-692. 

How far it would be possible to construct an account which could, from time to time, 
present to the public, or to the shareholders of an insurance offict^, a fair and systematic 

statement of the condition of the office, 580-588, 660-667 It would be extremely 

disadvantageous to new small offices to be compelled to disclose the amount of business 
done by them, by obliging them annually to publish an account in the nature of a balance 

sheet, 580, 581. 627. 670-675 Remarks as to the mode of calculating the capital and 

income of insurance offices; money in the public funds cannot be considered as capital, 

585 et seg. 665-667.693-697 Observations relative to the calculation of premiums of 

insurance offices; the rate of interest on capital within any probable dimessioos would 
scarcely affect premiums, 594-699* 683-701. 

There js no doubt that the insurance offices make a higher rate of interest on their 
capital than that paid upon the public funds; witness advises all offices to sell out their 
money in the funds, and invest it in railway debentures and other securities, 594. 600-611 
The rate of interest which an insurance company can obtain upon its investments must 
depend upon the comparative security of the different investments which the office makes^ 

605-607- Ot^ections to the foreign funds as a mode of investment for the funds of 

insurance offices, 608-611 In making a valuation of the condition of an insuxauce 

office, one of the most e:Mi«nJial elements, would be the character of the securities which 
represent the accumulated cafMtal ; no aecount would be worth anything, unless it were 
accompanied l^ a valuatian of those assets, 612, 613. 

In calculating the condition of an insurance office, the care witii which lives have been 

taken is an important element, 614-617 Remarks relative to life insurance in Ireland ; 

evils arising from the courts in Irelaml requiring no proof that the proprietor of a policy 

had any interest in the life, 617 Opinion that so much depends upon the discretion 

and good management of an insurance office, that witness would plaee no confidettoe in 

any check that could be obtained by any system of accounts, 618 Great injury would 

be done to the country in not encouraging life assurance to the utmost extent, 618* 

From the great activity of new offices vast vumbers are induced to efieot life insumnces ; 
anything that would tend to discourage new offices would be very injurious, 618, 619 — >— 
Opinion that there is no reason to doubt the solvency and honesty of all insurance c^ces; 
there is no danger whatever of contemplated fraud with regard to insurance offices, 
620-628. 

Periodical investigations into the affairs of insurance offices might be maintained, and 

valuations made, hut at very great expense, 628-643 Remarks relative to a proposed 

system of confidential and secret investigation into the affairs of insurance offices as a 
means of testing their solvency : such a confidential investigation would necessarily be 
more satisfactory, not only to the directors themselves, but to Uie public at lari^^ 688-^46 

Observations as to the tables in use by insurance offices; the Carlisle Tables have 

only lately come into operation; formerly it was the Northampton Table that was 

adopted, which was much more beneficial, 641 Witness is not aware of anyovilawith 

regard 
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regard to life iMuraoce offices which the Le^isiature could remedy, 647, 648 ^Any 

system that would go to strengthen public faith in the solvency of the offices would be 
a great national benefit, 648. 

Witness knows no means of increasing public confidence in these institutions, unless 
it were founded upon some method of confidential visitaiion; how far the result of these 

investigations and valuations should be published to the public, 650-656 The extent 

to which life insurance has been carried is very great, but it mi^ht be vastly extended, 

657-659 Difference between witness's tables of mortality and the Carlisle Tables, 

662-665 Clauses contained in most policies of insurance limiting the liability to the 

amount of the funds iti the hands of the oflSce ; witness questions the legality of these 

clauses, 676-678 If a confidential visitation of insurance offices were established, the 

tesult of that might be laid before Parliament, to show the progress of insurance generally, 
but not the individual concerns of each office, 679-681. 

Opinion that all insurance offices on starting should be possessed of a capital of 

about 15,000/. ; 682 ^Witness never saw, nor can he coaeetve the case of an office 

accepting premiums that would be below the full arithmetical risk, 698, 699 With 

reference to any check which the Legislature may think proper to impose upon life 
insurance offices, it ought not to be with the view to restrain competition, but rather with 
a view to increase public confidence and security, and to extend the general bssiness of 
life insurance, 702. 

lUzgeraldf John Davidf M. P. (Analysis of his Evidence.) — Queen's counsel at the Irish 

bar, 3182,3183 Explanation of the difiVrence between the law in England and in 

Ireland as applied to assurance societies, 3184, 3185. 3200— — Remarks on the consider- 
able litigation which is carried on in Ireland on the subject of assurance policies ; this is 
entirely due to the careless and competing system pursued by English companies- in 

effecting assurances, 3186-3200 Instances frequently occur of persons being put 

forward to assure their lives, and afterwards to transfer the policies to others for small 

sums of monty ; speculative character of this proceeding, 3186-3189. 3206-3218 The 

litigation has been almost entirely confined to the Enjriish offices; the verdict is generally 

against them, unless they succeed in compromising uie case, 3193-3200 ^The law in 

Ireland with respect to assurance offices is administered just as well as in England, and 
on the same principles, 3200— —Some benefit would result if the Irish. law were made 
perfectly similar to that of England, but, under any circumstances, there would still be 
ample opportunities for speculation and undue practic^^s, 3201-3218. 

Foreign Funds. Objections to the foreign funds as a mode of investment for the funds of 
insurance office"!, Fudaison 608-611. 

Frauds. Observations relative to the frauds committed on the Register Office by companies 
to obtain complete registration, by their obtaining any persons to sign the deed of settle- 
ment as subscribers for shares, who have no intention of taking up those shares or 

paying for them; instance of this referred to, Whitmarsh 214-223 Statement that 

frauds have been perpetrated upon the public in connexion with the assuranc*e companies, 
which call loudly for the amendment of the Act in reference to them, 7ay/or 457, 458 

There are no means, olfaer than those existing, by which the general aecnrncy of 

the accounts might be attested to the public ; the only mode of making them accurate, 
would be to impose a penalty on any incorrect or fraudulent accimnt, Sdtnonds 1370- 
138 4 ■ Evidence to the effect that Government supervision is not necessary in order 
that the public may be protected firom fraud on the part of the societies ; instances of 
fraud ure almost unknewn, and tlie shareholders have it in their powet* to guard against 
the sauie, Neison 2941^2553. 

See also Fraudulent Companies. Government Audit, 2. Solvency of Companies. 

Fraudtdent Companm. The establisbnient of fraudulent assurance ct>mpanie8 has been 
greatly facilitated by the Act of 1844; Fateman 2974-2976. 3042-3045. 3114,3115 

A certaicff prestige is created in favour tif the offices by their being enabled to say 

they are '* Empowert^d by Act of Parlinuient ;" though they are only registered tukder 

the Joint Stock Act, 16. 2975,2976 Enomeratioa of several fraudulent companies 

prelected under the Act of 1844, by which the public have been great suffidrers, ib. 
9976, «/ M^.—— Authentic sources from which witness has derived his information on 

the subject of ihe fraudulent companies, ib. 2991, 2992 The policies of frandulent 

companies being usually issued unstamped cannot be sued upon or given in evidence in a 
court of law, ib. 3059, 3060* - —There are many claims for fire and life policies unpaid, 
but the chief loss through the societies mentioned by fitness has been on marine 
policies, ib. 3061-3064. 

I'he first premium alone haa been paid in the cases enumerated by witness; the 
offices however would have gone on longer if they had not been exposed, having all 
started Cur the pvrpi»se of oMatning money under lalse pretences, Pateman 3067-^072 

With respect to the part taken bv witness in exp)sing firandulent assurance offices, 

he is the publisher of the *' Past Maga^^ns," which is devoted to the. subject of life 

O.^. 3^4 • assurance 
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FravduUnt Cowipflwie*— continued. 

assurance, Pateman 3078 Witness is cognisant of more than a dozen oflSces projected 

since the Act of 1844 for the purpose of obtaining money under false pretences ; m^ny 
of those were not registered, thou<»h ihey all stated they were empowered by Act of 

Parliament, ib. 3083-3086. 3112, 3113 In case of any office obtaining money under 

false pretences, the Registrar should have power to indict the parties so actinj^,ti. 3120- 
3126' — 'The necessity of a paid up capital would check the estabUshment of fraudulent 
companies, Farr 3332, 3333. 3345. 

See also Agents. JouU Stock Companies Act, 2. Transfer of Business. 

Freehold Societies. See Working Classes. 

Friendly Societies: 

1. Generally. 

2. Powers possessed by Friendly Societies to issue Policies of Insurance. 

3. Objectionable Nature of the present mode of conducting Assurance Business 

by these Societies. 

1. Ge7ierally: 

There is no distinction between friendly societies as far as they apply themselves to 

life insurance, and mutual assurance associations, Pra« 510, 511 -Opinion that the 

friendly societies very seldom frtil to discharge the obligations which they have incurred, 

ib. 51 6-518 Statement relative to the difference between certified and registered friendly 

societies, as to the advantages and privileges they respectively enjoy under the last Ace, 
ib. 535-548— With regard to friendly societies granting insurances, witness has.notbing 
to add to the evidence given by him last Session before the Friendly Societies Com- 
mittee, ib. 558-560 Many persons have been ruined by trusting too much to friendly 

societies, under belief that they were under the protection of Parliament, Ryley 2820. 

2886 Friendly societies might be unduly checked if a paid-up capital were rendered 

indispensable, -Farr 3336-3341 ^^ Evidence as to the effect produced by Government 

interference upon the establishment and working of friendly societies ; grounds for the 
conclusion that the &;eneral character of these societies has been much deteriorated by 

recent legislation, Neison 3677-3705 Friendly societies were on an insecure footing 

previously to the passing of Mr. Sotheron's Act, but they are still more so at the present 
time, and the Act nas had the effect of increasing the number of pot-house clubs instead 
of diminishing them, ib. 3677-3705. 

2. Powers possessed by Friendly Societies to issue Policies of Insurance : 

Under the Act 13 & 14 Vict., c. 115, sect. 2, no friendly society can now be estab- 
lished which assures a sum exceeding 100/. at death, or an annuity exceeding 30 A 
fer annum, or a sum in sickness exceeding 20 «. per week, Pratt 495-497 
riendly societies are in fact assurance associations intended for the benefit of the poorer 
classes, who are not able to assure for themselves in the larger companies, ib. 498-500 
— — Several societies established under the Friendly Societies Act have granted assur. 
ances to a higher amount than 200/.; there are a few societies enrolled under the 
Friendly Societies Act,^ and also registered under the Joint Stock Companies Act, to 
enable them to carry on their operations to a larger amount, ib. 501-509— —Remarks 
on the business undertaken by some friendly societies in effectins; assurances with 
persons in the lower ranks of life for small premiums; increase of this class of business 

and security attending it, Neison 2345-2351 It is not necessary as a matter of 

practice to incur a higher expense on the moderate species of business transacted by 
friendly societies, than on the business of those offices where the policies are fewer and 
the amounts assured much larger, ib. 2352-2354. 2358, 2359. 

3. Objectionable Nature of the present mode of conducting Assurance Business by, 

these Societies: 

The present mode of conducting assurance business by the frienflly societies is 
objectionable, inasmuch as their tables are never certified by an actuary, and therefore 
there arc no data upon which they can go ; causes to which the reluctance of friendly 

societies to having certified tables is attributable, Pratt 519-528 Doubts as to 

whether the rates paid by members of friendly societies are sufficient to etiable the 
society to meet all its obligations ; many of these societies must have failed but for 

the amount of honorary contributions which they have received, ib. 529-534 Evidence 

as to the complaints against associations formed as friendly societies and possessing the 
privileges attached to those societies, when in truth they have become practically insurance 
offices for large transactions ; opinion that there is no ground for such complaint, ib. 552-557 

Evidence to the effect that considerable mischief arises from the prestige given to 

assurance offices registering under the Act, and being contiected with friendly societies ; 
misapprehension of the public with regard to the security offered by a friendly society, 
whicn is at the same time an assurance company, Robertson 3471-3497* 

See also Guarantee Fund, I. Nominees. Returns, 2. 

Friends* 
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Friends* Provident Lntitution, Nineteenth Report of the Friends' Provident Inelitution^ 

App. 390 Statement containing a summary of the transactions of the institution, 

from its commencement to 20 November 1851, a period of 19 years, ib. State- 
ment of receipts and payments of the institution, from 20 November 1850 to 20 Nov. 1 851 , 
ib. 391 — —Account of the funds and effects belonging to the institution on 20 November 
1851,16. 



G. 

General Commission and Ship Loan Insurance Association. Remarks as to Messrs. Collins- 
ridge and Bumand having started the '' General Commission and Ship Loan Insurance 
Association/' which is now being wound up with claims against it to the amount of 
25,000 /., Patcman 2985. 

Germany. Evidence generally, founded on witness's knowledge of assurance societies 
throughout Germany, showing that considerable evil has there resulted from the inter- 
ference of Government with such societies, Neison 3627-3670 One hinderance to the 

development of assurance societies throughout Germany is, that it is imperative upon 

them to publish their accounts, ib. 3653-3659 The deeds of many of the German 

companies contain clauses prohibiting assurances beyond a certain amount ; effects of 
this prohibition, ih. 3666. See also Ageuls. Continental Assurance Companies, 

Golha Life Assurance Office. Remarks relative to the Gotha Life Office; principKs oi> 
which it has been formed and is conducted ; immense amount of business transacteil by 
this company in consequence of certain privileges possessed by it from Government, 
Neison 3629.' 3646. 3655. 3666. 

Government Audit: 

1. Recommendation for the establishment of a Government Audit as a check 

on the Accounts of Assurance Offices. 

2. Objections to such an Audit being adopted. 

1. Recommendation for the establishment of a Government Audit as a check on the 

Accounts of Assurance Societies : 

Want of a proper Government officer practically acquainted with the constitution 
and the practice of life assurance societies, and the principles upon which they proceed, 
and consequent want of pioper information, on the part of the Government, as to the 
progress of these institutions, TAowwon 865-867— — Recommendation for the appointment 
of a Government officer, who should not interfere with the mode in which the company 
carry on its business, but simply to test the accuracy of the periodical balance- 
sheets; nature of the powers to be given to this officer, ib. 951-967 Power should 

be given to a Government auditor, or some public officer, to test the value of each 
account, Pateman 3131-3133. 3158-3161- Suggestion that under ceitain circum- 
stances the accounts of assurance companies should be referred to a board of actnaries^ 
consisting of not less than three persons, paid officers of the Government, and in no 

way connected with any assurance societies, ih. 3158 How far it would be piacii- 

cable or expedient for Government to interfeie in testing the accuracy of the returns of 
the numerous offices now existing, Farr 3320-3325. 

2. Objections to such an Audit being adopted: 

Objections to the interference of any Government authority in making a periodicil 
investigation into the affairs of insurance offices, for the purpose of ascertaining their 
soundness; any advantages would be insufficient to compensate for the interference of 
any Government authority whatsoever, Ansell 785,786; J?(/wio;2rf,s 1377-1387. 1475; 

Ryley 2826, et seq. Observations relative to the probable usefulness of having Sf»mc 

check officer appointed, that should have some control or supervision over the accounts 

of the assurance offices, Ansell 858 Such officer should not have any risrht of intei- 

ference until there was ground to 8iis|>e(t fraud, otherwise it would he interfering unjustly 
with private traders' alfuirs, Edmonds 1377-1402 Government intcjference is expe- 
dient in the case of railways, and a few other joitit stock undertakings; hut, as a 
principle, neither assurance a?s<5ciations, friendly societies, r.or savings tmnks should 
fee subject to any Government supervision, NHson 3692. 

Seeuho Actuaries, I. Frauds. 
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OuARANThE Fund : 

1. Suggestions that all Assurance Companies should be possessed of a Gnaran" 

tee Fund. 

2. Objections thereto. 

1. Suggestions that all Assurance Companies should be possessed of a Guarantee 
Fund: 

RecoDimendation that every mutual society should be possessed oF a guarantee fund 
of not less than 10,000/. at starting, to meet all liabilities that may occur before the 
premiums had accumulated, Whitmarsh 134, 135. 174-170. 234; Taylor 371. 428, 429; 
Ansell%%\ Thomson 870-881. 1000-1008; Downes 1176 et seq,; Higham 2382- 

2398. 2471-2476.2533-2535 Forniiilual companies a guarantee (und is the proper 

fund, Whitmarsh \^\ In the event of the establishment of companies having a 

guarantee fund, they should not be called mutual companies, but should be recognised 

by a distinctive name, ?7>. 211-213 Provided all companies were bound to have Jl 

guaraniee fund or paid-up capital, it would be a great bar to the establishment of unsound 

or bubble companies, li. 235 ^The fund should be deposited in the bank in the natue 

of the company, ond it should be fenced with provisions that any attempt to have a more 

illusory payment should be punishable as a misr^emeanor, Taylor 371-381 Although 

witness does not consider a capital necessary for a life assurance company, still as a 
matter of prudence it is de^iirable to have a guarantee fund to meet incidental losses, ib, 

395-402 Life assurance companies should be recognised by law only on the terms 

of their giving an absolute guaraniee to the persons who assure their lives for the amount 
of the policies, ib, 426, 427. 

Grounds for the opinion that it is necessary that all insurance companies should liave 
a guarantee fund, Tcjy/or 466-476 ; Higham 2381 etseq. — There is not the same danger 
to the security of the public from other companies, as well as liiie insurance companres, 

not having some guarantee fund provided and paid up, Taylor 46O-476 Remarks as 

to the guarantees which might safely be taken from the projectors of new assuiance 
offices, so as to maik the bouafdes with which they might be set on foot ; some restric- 
tion should be established to prevent directors from borrowing back from the institution 
any part of the money which they might have paid to the guarantee fund, Ansell 858 

• Observaiions as to the amount of the required paid-up capital as a guarantee fund; 

manner in which it should be raised and invested, and the interest paid thereon, Thomson 
1000-1008; Doxones 1176-1198. 1212.1213; J/7gaZZ 1900-1923; Je/Ztcoe 2121-2137 
The I ossession of a guarantee fund would be an inducement to prudent and cal- 
culating men to insure in those oflBces, Downes 1 178. 1 195. 1204-19.06 ^Tbe guarantee 

fund should be invested in the names of trustees ; these trustees might be taken from 
the assured in mutu-.*l societies, and from the pra|)rietors in companies having a share 

stock, ib. 1179-1181 Opinion that 10,000 i would be sufficient for a guarantee fund 

for tl>e real eecurrty of the public, ib. 2 1 99. 

As competition increases among the offices, there is greater necessity for such a fund, 

JEdiwowds 1255-1256 Evidence generally with rettpect to the guarantee fund to be 

posses:$ed by all assurance offices; amount ne^easary to form this fend, Edmonds 

1252-1256; Brouni \Qo% et seg.; Jellicoe 200^-^010 The accumulated premiums 

mii^ht be applied from time to time to the release of the subsciibed guarantee fund. 

Brown 1608-1643. 1711-1734 The guarantee lond should be paid up with r^'gard to 

all new office^ as a security for the bond fide intentions of the promoters; witness con- 
siders that would be quite as effectual as a deposit, 16. 1745-1748 The companies 

should receive interest on tlietr deposit fund, but should only realise the fund with a view 

to the winding-up of their affairs, Higham a-^^gi, 239*2. 2398 ^The sum fixed on for 

caution-money should be the same in every case, ib. 2533-2535- Statement in illus- 
tration of the risk incurred, by mutual assurance and benefit societies, if without other 
resources at commencement than the amount t*f premiums receivable, Furren 2817. 

2. Objections thchCto : 
Objection to the prof^ositicm that assurance companies should pay into the bands of 
Government a certain sum of money as a guaiantce of their bottd fide intentions 

Hornby 2555-2565. 2596, 2597 ^^ would be very unreasonable to require every 

mutual office to furnis » a capital, or to lodge a guarantee fund with Govei-nmcnt as 

security for its good faith, JiyZ<y 2821-2826 Inconsistency of having a guarantee 

capital in a mutual assurance office, Robertson 3499. 

See also Expenditure, 1, 2. Institute of Actuaries. Mutual Offices. Paid-up 
Capital. TitU'deeds. United States, 

H. 

Higham, John Adams. (Analysis of his Evidence.) — Actuary of (he Royal Exchange Assur- 
ance Office, 2360, 2361 The Royal Exchange is a proprietary office, but acts on the 

system of returning a portion of the profits to the assured, 2362 It was established in 

1720, and is a sea, fire, and life assurance office, each of those branches being kept quite 

dminct 
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Ueport, 1852-53 — continued. 

JSigkam, John Adams. (Analysis of his Evidence)— cow^iwtteif. 

distinct, 2363-2:569 Evidence with respect to the working of the Act of 1 844 ; it has 

accomplished both good and evil, but the good has greatly prepooderated, 2370-2380 

The evil prodi^ced by the Act has been, that assurance offices are now allowed the privi- 
lege of calling themselves a corporation 00 much too easy terms, 2371-2375 The 

main benefit derived from the Act of 1844 is the publication of aicounts by the several 

officers, 2376-2379 Suggestion that every ortice should give a gnarantee for the 

honesty of its intentions; remarks in explanation and support of this suggestion, 2381, 
ei seq. 

Every company should have a paid-up capital in the nature of caution money, and 
should pay, on an average, about 10,000/. into the hands of a Government Board as a 

bond fide security for the assured, 2382-2398. 2471-2476. 2533-2535 The companies 

should receive interest on their deposit funti, but should only realise the fund with a view 

to the windmg up of ihfir affiiirs, 2391, 2392. 2397, ^39^ Evidence in conrlemnatiun 

of the practice assumed by some assurance offices of making up their accounts on the 
print iple of anticipating future profits and treating them as assets ; this is an ample justi- 
fication for legislative interference, 2399-2437. 2477-2514. 2526-2532 Suggestion 

that every assurance company be compelled t:> publish a simple statement of iis assets 
and liabilities, uithout any comments on the value of the ^ame ; explanation of the mode 
in which this account should be drawn up; table produced in illustration tJiereof, showing 
the value of the liabilities of a life assurance company in terms of the annual premiums, 
2438-2470.2515-2525. 

The cash statements of receipts and disbuisements at present prepared by the companies 

mii>ht be discontinued altogether, 2439. 2440 Witness is opposed to the suggestion 

that the companies mi^ht deposit their tiile deeds with a public officer as a guarantee for 
good faith in lieu of their depositing a certain sum of money, 2473-2475 — —Opinion as 

to the advantage of proprietary over mutual institutions, 2476 ^Tlie published accounts 

' of assets and liabilities recommended by witness should be lodged with the registrar of 

joint stock rompnnics, 2516 Recommendation of the preparation of the accounts in 

tlie form adopted by the Equitable Society, and mentioned in the report of the Committee 

of 1844 ; 2518-2520 The paid^ip capital of a company should be in proportion to the 

probahlc amount of such company's engagement, 2533 The sum fixed on for caution 

money should he the same in every case, 2533-2535. 

With respect to the Royal Excliange Assurance Office, it is the oldest in England 

except the Amicable, 2536, 2537 The three branches of sen, fire, and life assurance 

being undertaken by tiie company are a security to the public rather than otherwise, as 
the same machinery is sufficient for the working expenses of the three departments, 2539, 

2540 The sea assurance branch of the office was, till lately, a loss to them ; it is now 

profitable, 2541 Two thirds of the profits on all ihe life business of the Royal Ex- 
change Office is returned to the assured, 2542 The company use Davis's Tables of 

MorUility, founded on the experience of the Equitable Society, 2543 Rate of interest 

assumed by the con^pany in calculations for the improvement of capital, 2544, 2545 

The paid-up capital of tlie Royal Exchange Office is a little under 700,000/., 2546. 

Thouiih none of the paid-up capital has been s]>ent in the payment of losses, &c., tliere 

are still certain special contingencies which ought to be provided against, 2547-2549 

The repudiation of the national debt is a possible contingency in favourof the expediency 

of a paid-up capital, 2548, 2549 Objection to assurance cc^mpanies making returns to 

Government of the amount of duty on hfe policies, in the same way that returns are made 
on fire policie.^ ; the information thus afforded to the public as to the amount of business 
cariied on by life assurance offices could nt)t be relied upon, 2550-2554. 

Hime Beverstoitary Life Interest Company. Reference to the ^ Hope Reversionary Life 
interest Company," as having been projected by R. W. Morris, under the name of Deni- 
son, Pateman 3048. 

Horubj/, John. (Analysis of his Evidence.) — Objection to the proposition that assurance 
companies should |jay into the hands of Government a certain sum of money as a 

guarantee of their bundle intentions, 2555-2565, 2596, 2527 ^The Prince of VValee 

Office, to which witness is actuary, u a proprietary office, with a paid-up capital of 
10,000/., the subscription capital being 200,000/.; the company has been catablisfaed 

. about 18 months, 2556-2565 Evidence in (avour of a small paid*up capital, not as 

a guarantee fund, but because the business will increase much naore rapidly with money 

tha3i without it, 2561, 2562. 2565 Advantages of assurance companies investing 

their money in other than GoTernment securities; the higbtr rate of interest thus 

obtained is much more than commeusurate with any risk that may be run 2565- 

2577- 

Approval of Mr. Higham'a sng^tion that every company should furnish a simple 
atotement of tlieir assets and liabihties ; the present mode of compiling the accounts is 

. not smtisfiictory, 2678-258o* 2588, 2589 Jualificatioii of the large exfiendiinre by 

»ome offices ; they can afford to spend every year the whole premiums arising from their 
O.S6- 302 new 
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Report, 1852-53 — continued. 



Hornby y John. (Analysis of his Evidence)— con^mwe J. 

new business, 2581-2586 —It is very desirable to disabuse the public mind of the 
uncertainty now existing wiih respect to assurance societies; exjiediency of the Com- 
mittee issuing a report recommending fresh legislation, 2588-260O Whatever terms 

or restrictions are adopted by the Legislature, they should be extended alike to all the 
companies; the Act of 1844 should be either repealed, or else should be universally 
apphed, 2593-2600. 

I. 

Imperial Life Assurance Company. The Imperial is a proprietary company ; date of its 
establishment; amount of the capital paid up at the time of starting business; the whole 
of that capital has been kept intact, Inyall 1751-1758. 1870-1S73 Act of Parlia- 
ment obtained by the Imperial Company in 1851, to enable ihem to alter the mode of 
appropriating its profits, and to regulate its other proceedings, ih. 1874-1878. 

Independent Assurance Company. Losses inflicted on the policy holders of the " Indepen- 
dent Assurance Company," which is now winding up its affair"*, Pateman 3172-3178. 

Independent West Middlesex Assurance Company. The inexpediency of a paid-up capita! is 
shown by the fact that the " Independent West Middlesex Company," which was a 
fraudulent office, had acapital of 10,000 /.in the Bank or England, Robertson 3441-3446, 

India. Remarks relative to the Act passed in India in 1850, with regard to the manage- 
ment of joint stock companies; one provision of this Act, called an odjudicution of for- 
feitures, is worthy of being imitated, Thomson 949, 950. 

Indisputable Assurance Office. Provision for guaranteeing claims made by the directors of 
tlie Indisputable Office, Robertson 3420-3423. 

Industrial Life Assurance and Provident Society. The last oflSce projected by R. W, 
Morris, under the name of Denison, was the '' Industi'ial Life Assurance and Provident 
Society ;" prospectus thereof procluced; frauds committed in Ireland by this company; 
how far their Linurick agent, William Wright, may have been culpable in the matter; 
Pateman 3050, 3051. .3073-3077. 

Ingall, Samuel. (Analysis (»f his Evidence.) — Actuary of the Imperial Life Assurance 
Company, 1749, 1750— The Imperial is a proprietary company ; date of its establish- 
ment ; amount of the capital paid up at the time of starting busniess ; the whole of that 

capital has been kept intact, 1751-1758. 1870-1873 Opinion that a paid-up capital 

in the first instance is quite indispensable to the safe establishment of assurance offices, 

1769-1764. 1896-1912 -The premiums and receipts of an oflSce ought in the long run 

to be equal to its liabilities without the aid of any paid-up capital, and in a well-con- 
ducted office it would be so, 1760-1766 One tfSt that would enable the public to 

judge of the security of assurance offices would be, that one-half of the premiums received 

on existing policies should be in hand at any future time, 1767,1768. Proportion 

that the cash in hand, or the assets of a company, should bear to the existing liabilities 
of the office, 1769-1783. 1879-1882. 

The larger proportion of the policies are effected for the whole term of life ; there is 
much greater variety in the character of policies than tiiere used to be, there being a 

greater number of temporary policies, 1777-1779 In order to speak positively as to 

the condition of an office witness would require a statement of the ordinary assurances, 
with the premiums payable upon them at different ages, distinguishing the cases of special 
risk; those particulars would enable him to give an opinion of ihe solvency or insolvency 
of the office, 1784-1793 Great difference of opinion among actuaries as to the prin- 
ciples oil which the surplus or supposed profits of an office should be arrived at for the 
purpose of distribution among its shareholders as a bonus ; chief grounds on which this 
difference of opinion exists, 1794-1806 Opinion that next to an improvident expen- 
diture, the premature return of what is in modern limes termed profits or surplus, and its 
division as bonuses is the most dangerous thing that can be resorted to in an assurance 
company, 1 806, 1 807. 

Observations as to the mode in which calculatioufi are made of the assets of assurance 
companies; the office is justified in computing its exir^ting condition according to the 
actual risk and the best tests of lite which they can obtain, provided they do not include 
in their future assets any portion of the margin set aside for bading or expenses, 1808- 
1823— —It is customary for offices to reduce their rates of premiums from time to time, 

1812 Opinion that a very large proportion of the offices act on very sound and safe 

principles, i825-~A return of tlie amount of assets and Habilities of an assurance 
company would immediately show whether the office was proceeding on a safe basis or 
not, from the exhaustion of their means in proportion to their liabilities:, 1826-1839 

If the expenses of management be more than one-sixth of the amount of premiums 

for any length of time, the office could not be safe to be doing profitably, and if the 
expenst 8 amounted to one-third of the annual premium, they would be going on in a 
very bad way, 1837. ^860, 186 1. 

Witness 
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Report, 1 852-53 — continued. 

Ingall, Samuel. (Analysis of his Evidence) — continued. 

Witness considers it a very important element of any account to be annually returned 
that the amount of premiums should be clearly shourn^ and the amount of all expen-^ 

diture clearly set fortn, 1840 Opinion that the return of a few simple facts woula be 

better than any stated form of account, viz., the total amount of the liabilies of an office, 
the total amount of assets, the amount of annual premiums, and the amount of annual 
expenses ; if these facts were given by different officers, the public would be able to form 

a very good idea of the relative safety of the several offices, 1841-1848. 1883-1890 

It is important that the company should furnish an account of how their funds are 

invested, and tlie rate of interest, 1849, 1850. 1891-1896 Remarks relative to the 

profitH of assurance offices ; the public form very exasrgerated notions of the profits on 

life assurance, 1851-1854 The abandonment of policies by assurers is a gain to the 

office; but if the office anticipates its future policies, then the office would lose by the 
dropping of an assurance, 1855-1859. 

Although the returns made to the Registrar of Joint Stock Companies contain a great 
deal of useful information, they might be greatly improved, 1862-1869 Act of Par- 
liament obtained by the Imperial Company in 1051 to enable them to aiter the mode of 
appropriating its profits, and to regulate its other proceedings, 1874-1878 Observa- 
tions as to the amount of the required paid-up capital as a guarantee fund ; manner in 
which it should be raised and invested, and the interest paid thereon, 1900-1923 Re- 
marks as to the portion of profits given off by assurance companies to the assured as 

bonuses, 1924-1926 Particulars extracted from the returns in the Registrar's office, 

showing the receipts and expenditures of tiventy-eight offices established since 1844; 

large amount which the expenditure bears to the receipts of these offices, 1927-1944^ 

Witness believes that mutual societies invariably have a clause in their policies confining 
the liability of the company to the funds in hand; this destroys altogether the implied 
Tirtue of mutual associations, 1945-1955* 

In proprietary companies, the proprietors are liable to the full amount of their sub- 
scribed snares, and some even without limit, 1956, 1957 With regard to mutual 

isocieties, if they make a premature division, that is, if they consider as surplus the whole 
amount of assets they have in hand, which is the case in manv, they may bring them- 
selves into a very disuatruus condition, 1958-1960 It would be a very wholesome 

regulation if it were made a condition that nothing should be treated as profits that was 

not capable of being paid in cash, 1960-1964 Life assurance has not been sufficiently 

long practised in this country, in the varieties of forms in which it now exists, to have 
been worked out to a satisfactory conclusion as a proof and evidence of the soundness 
of the principles on which it is established, 1965-1967 — —Witness considers the 
offices are very deficient in the materials for propei*ly estimating the premiums, 1967. 

There is a growing desire on the part of the existing offices to make their returns more 

Eublic, and less disposition to withhold from the public information which they would 
ave objected to furnish some years ago, and which would enable actuaries to determine 

what is the true rate of mortality among a&sured lives, 1968-1973 The old offices 

would be very willing to satisfy the Government that they were in a sound condition ; but 
having once done that, they would consider it vexatious to be obliged to make an annual 

return, 1974-1977 Great advantage would result fram the assurance offices making 

such returns to the Institute of Actuaries as would enable them to determine what is the 
true rate of mortality, and form a general table ; opinion that the institute would be 
willing to undertake it, 1978-1988. 

[Second Examination.] — Observations as to obtaining returns of the mortality of assured 
lives through the Institute of Actuaries; proposed appointment of a committee of actu- 
aries expressly formed for the purpose, 1989 Proportion of the premiums on existing 

policies whicn should be retained as a safe reserve, 1989-1991. 

insolvent Offices. There are many life assurance offices established since 1844, which wit- 
ness considers in an unsound state, and of which it would be better to wind up the 
affairs, Thomson 1035-1048. 

Inspection of Returns. The public may inspect any returns or papers which are transmitted 
to the Registrar's office on the payment of is.; the examinations are very numerous, 

Whiimarsh 106-109 Facility with which the returns relating to any particular office 

can be referred to in the Register Office, ib. 180, 181. 

Institute of Actuaries. Great advantage would result from the assurance offices making 
such returns to the Institute of Actuaries as would enable them to determine what is the 
true rate of mortality, and form a general table ; opinion that the institute would be 

wilhng to undertake it, Ingall 1978-1988 Ouservations as to obtaining returns of the 

mortality of assured lives through the Institute of Actuaries ; proposed appointment of 

•a committee of actuaries expressly formed for the purpose, ib. 1989 Evidence aalo 

0.55. 303 the 
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Report, 1852-53 — continued. 

Institute of Actuaries — continued. 

the special meetings held by the Institute of Actuaries for the purpose of discussing the 
whole question before this Committee ; resolutions come to upon tlie subject ; these reso^ 
lutions were concurred in almost unanimously^ Jellicoe 1995-2000. 2019-2046 Re- 
marks a-* to the constitution of the Institute; number of members belonging to it; there 

is but one Institute of Actuaries, ib. 2021-2027 Members of the Institute undergo 

an examination ; witness would not require any further lest of qualification from them ; 
actuaries, not members of the institute, passing an examination,, should have a certificate 

of qualification, ib. 2110-2115 Strong feeling existing among the membei's of the 

Institute against Government interference with respect to tlie formation of new assurance 

companies, Colvin 3582-3584 ^The Institute of Actuaries are almost exclusively 

opposed to the proposal that tach office should deposit with Government a large deposit 
as a security to the public, ib. 358^-3586. See also Actuarits. Scotland, 

Investigation of Affairs. Periodical investigations into tlie affairs of insurance ofllces 
might be maintained ard valuations made, but in very great expense, Finlaison 628-643 

Remarks relative to a proposed system of conOdential and sectet investigation into 

the affairs of insurance oflices as a means of testing their solvency ; such a confidential 
in\estigati<m would necessarily be more sati>factory, not only to the directors themselves 

but to the public at large, ib. 628-646 Witness knows no means of increasing public 

confidence in these institutions, unless it were founded upon some method of confidential 
visitation ; how far tlie result of these investigations and valuations should be published 
to the public, ?//• 650-656 If a confidential visitation of insurance offices were estab- 
lished, the result of it might be laid before Parliament, to show the progress of insu- 
rance generally, but not the individual concerns of each office, ib. 679-681. 

See aJ<in Audii of Accounts, Valuation of Assets. 

Investment of Capital. There is no duubt that the insurance offices make a higher rate of 
interest on their capital than that paid upon the public f\inds ; witness advises all offices 
to sell out tleir money in the funds, and invest it in railway debentures and other secu- 
rities, Finlaiscn 594. i5oo-6il The rate of interest which an insurauce company can 

obtain upon its investments must depend upon the comparative security of the diiferent 

in\estments which the office makes, ib. 605-607 Remaiks relative to the rate of 

interest obtained by in&urance offices; if the institutions have the means ot making a 
high rate ol interest, they would be warranted in takiiii; lower rates of premiums, AnseU 

841-843 Observations with respiect to the rate of interest received by the assurance 

companies in Scotland ; the highest rate has been 5, and the low( st 3 J per cent., Thomson 

1070-1083 Statement of the rates of interest on landed security received by tht- 

trustees of the fund for a provision for the widows and children of the ministers of the 
Church, and of the heade, principals, and masters of the imiversities of Scotland, ib. 

1074 Statement of the rates of interest on the loans on landed security maf'e by the 

trustees of the writers to the Signet Widows Fund, ib. It is important that each com- 
pany should fuinish an account of how tlieir funds are invested, and the rate of interest, 

Ingall 1849, 1850. 1891-1896 Advantages of a>?surance companies investing their 

money in other than in Government securities; the hi'iher rate of inleiesi thus obtained 
is much more than commensurate with any risk that may be run, Hornby 2565-2577. 

See also Assets and Liabilities. Exchequer Bonds. Foreign Funds* Gua- 

rantee Fundy 1 . Public Funds. 

Ireland. Remarks relative to life insurance in Ireland; evils arising from the courts in 
Ireland requiring no proof that the proprietor of a policy had any interest in the life, 

Finlaison 617 £xplanatii>n of the difference between the law in England and in 

Ireland, as applied 10 assurance societies, Fitzgerald 3184, 3185 Considerable litiga- 
tion which is carried on in Ireland, on the subject of assurance policies; this is entirely 
due to the cai\less ai.d competing system pursued by Englisii companies in effecting 

assurances, ib. 3186-3200 In^tances frequently occur of persons being put forward to 

assure their lives, and afterwariis to tian6(er the policies to others, for stnall sums of; 

money; speculative character of this proceeding, ib. 3186-3189. 3206-32I8 The 

litigation has been almost entirely confined to the English offices ; ihe verdict is genej- 

ally agaitist them, unless ihty succeed in compromising the case, ib. 3193-3200 The 

law in Ireland with respect to assurance offices is administered just as well as in EngUuidy^ 
and on the same principles, ib., 320o^~^Some benefit would result if the Irisih law were 
made perfectly similar to that of England, but under any circumstances there wonM be 
ample op[)ort unities for speculation and undue practices, ib. 3201-3218. 



Jellicoe, Charles. (Analysis of his Evidence.) — Actuary of the Eagle Assurance Coinpany ; 

member of the Institute of Actuaries, 1992-1994 Evidence as to the special meetings 

held by the institute, for the purpose of discussing the whole question before this Cotti- 

mitiee ; 
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Report, 1852-53 — continued. 

Jellicoe, Charles. ( Analyois of his Evidence) — continued. 

mittee; resolutions come to upon the subject; these resolutions were concurred in almost 

unanimously, 1995-2000. 2019-2046 Opinion that the]>resent Act is insufficient, and 

has an invidious effect upon cenain insurance offices ; one common Act should be 
passed, the provisions of which should be made applicable 10 uU existing societies, 
and framed in such a way that, consistently with their various deeds of settlement, 

they should be able to register under that Act, aooi-2003 A paid*up capital or 

guarantee fund should be insisted upon in every <ra8e previous to a new office being 
established, 2004-2010. 

It is most essential that some test should be required from actuaries, as to their fitness 

to practice, 2011-2018 Remarks a-* t(» the constitution of the Institute of Actuaries; 

number of members belonging to ihe institute; there is but one Institute of Actuaries, 

2021-2027 With regard to publishing accounts, if" one office be called upon to do it, 

all offices ought to be called upon ; there would be little or no objection, 2044-2047—' — 
In furnishing accounts witness has no faith in any uniform foni) ; tl»e character and 
nature of the accounts should be left to the offices themselves; it would be possible to 
give some general features and facts as to the condition of the office, and an outline of 
the mode in which they transact their business, 2048-2059. 

Particulars relative to the meetings of a considerable number of important offices in 
Scotland, with reference to the contemplated amendment of the law regarding life assu- 
rance associations; copy of the resolutions agreed to, 2060-2070 In tht»se resolu- 
tions they agree with the Institute of Actuaries, 2063-2066 Great importance of the 

proper qualifications of the actuary in the conduct of tl»e office ; the whole foutidation of 
the office must depend on whether the calculations themselves are made 0:1 an accurate 

or inaccurate basis, 2071-2092, 2157-2169 A number of new assurance companies 

have been erstahlished of la:e without any paid-up capital, so that whether the company 

prospered or failed they had nothing to lose, 2081 How far the actuaries, as a body, 

would be willing to submit to an examination as a proof of their qualification, 2085- 
2089. 

Any form of account that might be adopted for showing the public at once the con- 
dition of a comfjany as to its solvency, would be liable to constant evasions and fraudu- 

Itfnt statements, 2093-2101 In any account that was published, it would be essential 

that the assets of the comtiany should be stated in such a mode as to show of what they 

consisted, 2102-2106 Witness places more reliance upon the efficiency of the actuary 

for the proper conduct of an assurance office than on anythintj; else, 2107-2109 

Members of the Institute ot Actuaries undergo an examination ; witness would -not 
require any further test of qualification from them ; actuaries not members of the insti- 
tute passing an examination should have a certificate of quahfication, 2iio-2'ii5. 

Remaiks relative to the Bill prepare! by the Institute of Actuaries, with a view to 
carry out the proposition that some test should be required from actuaries as lo their 
fitness to practice; preamble, and heads oF the several clauses of this Bill read, 2ij6- 

2118 Large number of actuaries of life assurance offices who are not members of the 

institute; testimonial obtained by them from other actuaries on their appoinrment to an 

office, 2119, 2120 >Manner in which the proposed guarantee fund of 10,000 Z. should 

be raised and invested ; interest to be paid to the parties subscribing the capital, 

2121-2137 Observations c-is to the usual allowance to directors of assurance offices; 

very commonly the gross amount of the fund set apart for the directors is distributable 
according to the number of their attendances, 2126-2136. 

It would be very desirable that the Government should have the rrgulaiion of the 
persons practising as actuaii( s, and that no person should be enrolled until he had 
satisfied such conditions as the Government thought sufficient, 213^-2145. 2150, 2151 
Observations with reference to the mode of valuing lives; an actuary who under- 
stood his business would know that he could only judge of the sufficiency of the premiums 
to cover the risks thereafter, by understanding what rates of mortality and interest had 
been previously adopted under as nearly t^imilar circumstance as possible, 2146-2150 

Remarks relative to the tables of mortality used by assurance offices; the Carlisle 

table is very commonly used, 2152-2156. 

Obseivations as to the duties performed by the soFicitors to assurance offices; the duties 
of the solicitor are of a tot illy different kind to those of the actuary; advice given by the 

solicitor in cases of loans made on mortgages, &c., 2170-2190 Evidence relative to the 

mcde in which witness would propose to value the nssets of assurance offices ; statement 
of witness's views with regard to valuing the gross premiums; a company has no fight 
to take credit for tl>e gross premiums without making any deduction either from the 
premiums, or irom the gross amount of its apparent assets for future expenses or coutin- 
gencie*, 2191-2214. 

JFohit Stock Companies. See Cost Book Principle. Government Audit. Nam$s of 
Companies. Number of Companies. Registrar of Joint Stock Companies. 

*o.5S. 304 Joint 
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Report, iS^i-s^— continued. 

Joint Stock Companies Act: 

1. Gtneralljf. 

2. Remarks as to the Defects in the Act of 1844. 

3. Suggestions for the Amendment of the Act. 

1. Generally: 

The object of the Act of 1 844, was the general registration of conopanies of eveiy 
flescriptioa; no company was to be established without being provisionally registered, 
Whitmarsh 6-8. i/>4"*58 Siaitement of the roost important provisions of the regis- 
tration of Joint Stock Companies Act of 1844; there has been no difficulty in carrying 
the rules thereby established inio execution, Taylor 265-26'j —Evidence with respect 
to the working of the Act or 1844; it has accomplished b'>th good and evil, but the 
good has greatly preponderated, Hisham 2370-2380— —The main benefit derived from 

the Act of 1844 is the publication oT accounts by the several office*, ib. 2376-2379 

The operations of the Joint Stock Act have brought into existence a vast number of 
assurance offices and banks, which without it would never have been established; if these 
institutions should fail, Parliament is morally responsible for the losses to the share- 
holders, Ryley 2820. 2884, 2885 With respect to this country, the Act of 1844 has 

certainly led to a considerable increase of assurance offices, but they have been of a very 
weak character, Neison 3671-3676, 

2. Remarks as to the Defects of the Act of 1B44 ; 

Statement of the Committee that it appears that the law as it now stands is extremely 
defective, and that the provisions oF thf Act of 1844 are very imperfectly cairied ouT; 
many of these provisions the Registrar has no power to enforce if not complied with, Rep. iii 

The Act of 1844 is incomplete in many respects, and has not worked efficiently, 

Thomson 8C3 et seq. Opinion that the present Act is insufficient, and has an invidious 

effect upon certain assurance offices ; one common Act should be passed, the piovisions 
of which should be made applicable to all existing societies ; and framed in such a way 
that, ccmsistently with their various deeds of settlement, they should be able tu register 

under that Act, Jellicoe 2001-2003 Grounds for the opinion that the working of the 

Act of 1844 requiring the registration of a>surance offices, has not been sati>factory, 
Neison 2221 et <tfy — — ^The evil produced by the Act has been that assurance offices are 
now allowed the privilege of calling themselves a corporation on much too easy teims,^ 

jy/gAflm 237 1-2375 A certain number of restrictions are imposed by ihe Act, but 

there are no means of insisting on a due observance of such restrictions, Pateman 3180 
——Objections to the Act of 1844 ; it has had a very hurtful effect, inasmuch as it gives 
a false credit to assurance <»ffice8, and facilitates the establishment of fraudulent com- 
panies, Robertson 3397-34o6. 3449 et seq. 

3. Suggestions fur the Amendment of the Act : 

Remaiks of the Committee as to the differences of opinions and views entertained by 
the two great classes of offices ; the one including those established since the passing of 
the Act of 1844, and completely registered under that Act, and the other those estab- 
lished prior to that date and not so rcgisterrd ; it would be to the advantage of tiie 
offices themselves, as well as to the public at large, if all inr^urance companies could be 

brought under one law. Rep iv Observations of the Committee as to the mode in 

which it is desirable to deal with the present Joint Stock Companies' Act, so far as relates 

to insurance companies, ib. v, vi Opinion of the Committee that the buaiuf ss of 

as^uraiice companies diflers so much from ordinary business, that it will be {»dvisable to 
repeal all the provisions of the Joint Stock Companies' Act so far as thev relate to 
assurance societies, and to deal with them in a separate Act, ib. vi. 

Suggestion that a separate Act should be applied for, applicable exclusively to the 

registration of assurance associations, Thomson 869, 870. 996 The interests of 

insurance societies would be greatly benefited by a repeal of the Act of 1844, Seison 

2238-2240, 2334, 2335 Whatever terms or restrictions are adopted by the Legislature, 

they should be extended alike to all the companies; the Act of 1844 should be either 
repealed, or else should be universally applied, Hornby 2593-2600. 

See also Amendment of the Law. Fraudulent Companies. Penalties* 



iMpsed Policies. Obsirvations with respect to lapsed policies; there is an eironeous 
impression on the public mind as to the profit an office makes on lapsed policies, Downes 

1107-1113 Damaging effect of lapsed policies upon the consideration of assets and 

liabihties; but very few people now allow their policies to lapse, ib. 1155-1164. 1170, 

1171 Opinion that too large a return is givin by the offices for lapsed policies,. 

Robertson 3438. See also Abandonment of Policies. 

Legislative Interference. Observations of the Committee as to how far it is advisable for 
Government to interfere with regard to assurance offices ; Uie principles of interference 

andv 
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Legislative Interference — continued. 

and non-interference have both been ably contended for by different witnesses. Rep. v 

Witness is not aware of any evih with regard to life insurance offices which the 

Legislature could remedy, Finlaisan 647, 648 Were the Legislature lo propose such 

regulations as would give to assurers ihe full means of judging of the condition of the 
fund in which they were beneficially interested, it would not be an undue interfereuce 

with trade, but would be very beneficial, Edmonds 1321-133'i Grounds for the 

o|^inion that Government interference is necessary with regard to assurance offices, but 
witness would not recommend such interference unless upon a requisition by a certain 

number of polic\ -holders, ib. 1509-1513 There should be no interference on the part 

of the State with the practical management of assurance societies, Nelson 2223-2263 

It is very desirable to disabuse the public mind of the uncertainty now existing with 

respect to assurance societies ; expediency of the Committee issuing a Report recom- 
mending fresh legislation, Uombi/ 2588-2600 — — Parhamentary legislation on the 

subject of assurance societies has been productive of great mischief, Rj/ley 2820 -* 

The community at large would be much safer widiout any Government interference 

whatever, t&. 2861. 2887 Parliamentary interference with assurance offices is both 

ineffective and undesirable ; in proportion as Government interfere the public will 
become more careless, Colvin 2903-2907. 

See also Continental Assurance Companies. Friendly Societies, 1. 

Liabililies. It will not be safe to assume as at all g;onerally true that institutions get 
to a tolerably unifoim position with respect to their future liabilities, Ansell 850-852—— 
There would be no particular difficulty in fixing some uniform table of mortality and 
some rate of interest which might be adopted by all assurance offices in estimating their 
liabilities under the pohcies they may have in force; but witness doubts the advisability 
of obliging all offices to adopt the same data for the same object, ib* 858. 

See also Assets and Liabilities. 

Life Assurance. Great injury would be done to the couniry in not encouraging life assur- 
ance to the utmost extent, Finlaison 618 ^The extent to ahicii life insurance has been 

carried is very great, but it might be vastly extended, i6. 657-659 The business of 

life assurance societies is conducted with integrity and safety, and the claims of the assured 

have always been hquidated, Neison 2306, 2307 There is a great and growing demand 

for life assurance and no obstacles should be offered to the proper supply of such demand, 
Colvin 2937— — ^I'he progress of life assurance offices has been very rapid during the 
present century, and the character of the business has greatly improved upon whnt it 
formerly was; causes to which this increase and improvement are attributable, i^arr3225-' 

3243 Life assurance will be adopted much more extensively timn it is at present, ib, 

3265 The clause in the Income Tax Act with respect to life assurance has given a 

great impetus to business, ib. 3265. 3287-3290. 

Limited Liability. Clauses have been introduced in the deeds of settlement limiting the 
claims of any parties under a muiual assurance company to such an amount of fund as 
shall actually be in hand atihe time of such loss occurrins?; ; instance of this where a com- 
pany's balance sheet showed above 300,000 /. of risk find only about 700 /. actually in hand, 

Whitmarsh 90,91 Witness has only allowed the limitation of risk to the amount 0} 

the funds in hand, in the case of mutual offices, and not in the case of proprietary offices, 
because in the latter case limiting the liability would be contrary to law, t//. 110-127. 

182-202 Opinion that special provision limiiing the liability in a mutual insurance 

company is inconsistent with the fundamental piinciple of mutual insurances, Whitmarsh 
132, 133 ; Taylor 421-423; Ingall IC45-1955 It should be declared illegal \o intro- 
duce any clause in a mutual societies' deed which should limit the claims to the amount 
of capital that happened lo be in the possession of the company at the time of the los-s, 

Whitmarshi^f^ Stipulating in the deed of settlement of a nmliuil compnny ihat the 

claimants were only to look tu tlie fund in hand for the payment of their claims, is prac- 
tically a limitation of the liabiliiy of the partners, and entiiely contr idictory to the professed 

objects of the society, t6. 151-153 Objection to a provision being containrd in the 

deeds of mutual companies limiting the claims to the amount in hand ; as it deprives the 
assurers of tlie security to which they ought to be entitletl, ib. 170-174. 

All policies of mutual companies limit the habihiy of the company to ihe am(»u!.t io 
hand, Whitmarsh 187-197; i«^a// 1945-1955 ^There has been but one deed of .settle- 
ment registered of a mutual assuruice company with a provision confining the c!ainvj:a 
under a policy to the fund which may be in hand at the time when the policy becomes a 
claim ; how far .such provision is inconsisttnt with the principle of mutual i;i!^urance, 

layfor 403-405 O|niiion that >pcciul htipulaioi.s contained in policies lin i iig ti^c 

Uability of the company sh<;uld be declared illegal, i/>. 419 Providejl a clause was 

inserted in a deed e»tablishing a proprietary company limiting t e liabiliiy of the com- 
pany, it would be struck out by the le^istrar, i/i. 420 Clauses are contained in mot 

policies of insurance limiting the liability io the ainouni of the funds in the hands of tlie 
office ; witness questions the legality 01 tliese clauses, Finlaison G76-678. 

iSeealso Unlimited Liability. 
0.55. 3 H Loans 
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Loans, Remarks with reference to the borrowing of money by life assurance companies; 
a minim um sum should be fixed, below which they should not be allowed to take up 

money, TAompson 987, 988 Frequency of life insurances being effected in cases of 

loans to prott^t the party advancing the money, as also to secure money settled on the 
children of a marriage subsequently to take place ; the office in such cases is in the 
position of a trustee for tl^e parties beneficially interested, Edmonds 1322-1 332. 1 488-1 500, 
1 f^09— ^Obserrations as ta the loans made by assurance offices ; the rate of interest 
charged is in pioportion to the risk, ib. 1350-1354. 

London Marine Brokers Society. Remarks on the esiablishment and dissolution of the 
** London Marine Brokers Socieiy," which was projected chiefly by T. N. Burnand ; it 
hiis not been brought under the winding-up act, but all the persons who have claims 
have lost their money, Pateman 3028-3041. 

M. 

Management. Opinion that so much depends upon the discretion and good management 
of an insurance office, that witness would place no confidence in any check that could 

be obtained by any system of accounts, Finlaison 618 In the case of a life assurance 

society, very great injuiy may result to innocent parties by a recklessness of management, 

Z>own€s, 1222 No amendment is required in the internal management of the offices, 

Edmonds 1368 With proper skill and prudence in the management of an assurance 

office there is no insecurity to the assured ; the public may have every confidence in the 

present management of such institutions, Nelson 2354-2357 Remarks on the luan- 

agement of mutual offices as contiibuting much towards their success ; different principles 
of management adopted in proprietary offices; advantage of the assured having the 
control over their own affairs, Robertson 3505-3534. 

See also Capital. Expenditure. Legislative Interference. Mutual Offices. 

Public, The. 

Marine Assurances. Remarks in reference to the companies for insuring ships in many of 
the outports analogous to mutual assurance companies, Whitmurshf 130, 131. 

Medical and Invalid Life Assurance Office. Statement that the Medical and Invalid Office 
was establi>hed for the purpose of assuring diseased lives at fixed rates of premium, 
NeisoHy 2217-2220. 

Merchant Traders^ Ship Loan and Insurance Association. Establishment and winding up 
of the " Merchant Traders' Ship Loan and Insurance Association ;" names of the directors ; 
there are claims to the amount of 80,000 /. for marine insurances still unpaid, Pateman 

2976-2985 The ciiief promoters of this association were Augustus Collingridge and 

John Newman Burnand, the directors having been victims of Collingridge, lA. 2977, 
«978. 

Mortality: 

1. Generally. 

2. Papers laid before the Committee. 

1. Generally : 

Some assurance associations apply themselves by preference to the assurance of live* in 
difl'erent professions and pursuits ; there is no great difference in the rate of mortality in 
the selection of any class ; one uniform life table may be taken as applicable to all 

establishments, Ansell 836-840 Evidence generally with respect to the mortality in 

this country; increase of mortality that has been going on since 1816, as shown by all 

the mortality registers, Edmonds 1407-1421 Remarks as to the longevity of the 

population ; with regard to the lower orders a very great improvement has taken place, 

Edmwds 1434-1436. Brown 1703-1709 The longevity is greatest in the agricultural 

population, Edmonds 1434-1436 The mortality in the Equitable Society is less than 

the average in its earlier yeais and greater the longer it continues, even out of persons 

cxistmg at tl:e same age. Brown 1709, 1710 Observations with reference to the 

mode of valuing lives; an actuary who understood his business would know that he 
could only judge of the sufficiency of the premiums to cover the risks thereafter, by 
understanding what rates of mortality and interest had been pieviously adopted uiuler 
as nearly similar circumstances as possible, Jellicoe 2146-2150. 

2. Papers hid before the Committee : 

Table showing the mortality according to age and duration of membership, experienced 
in the ** Equitable" and " Amicable " Assurance Societies, compared with the Carlisle 
Tables of mortality at age^ two and three years older respectively, Edmonds 1422, 1423 

Table showinsi; the combined experience of the Equitable and Amicable Assurance 

Societies among all their members of more than five years standing, with which is com- 
pared 
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2. Papers laid before the Committee — continued, 
pared a theoretical table, whereof tlie mortality under the age of 52 years increases 
uniformly at the rate of three per cent, per annum, and the mortality above that age at 

the rate of eight percent per annum, Edmonds 1423-1426 ^Table showing the annual 

mortality per cent, according to a^^e, of the female populations of England and Sweden, 
observed at four different periods; also exhibiting, for comparison, the results of 
Dr. Heysham's Carlisle observation, and the results of two tlieoretical tables, deducted 
from a uniform law of mortality, ib, 1433 T able sliowins the annual mortality per 
cent according to age of the male and female population of Eneland; of Cheshire and 
Lancashire, and of twelve of the healthiest large towns in England during the seren years, 
1838 to 18.^4; also exhibiting, for comparison, the mortahties of corresponding ages, 
deducted from three theoretical tables, to. 

Table showing the mortality per cent in the Equitable Assurance Society between 
quinquennial periods of age, out of 100 persons existing at each period, and admitted 

reijpectively at intervals preceding, increasing by five years, Brown 1709 Table 

showing the decrement per cent, through death in successive periods of five years of age, 
experienced in the Amicable and Equitable Life Assurance Societies, among those whose 
membership exceeded five years and fifteen years respectively ; with which is compared 
the mortality at the same age contained in the Swedish and the Carlisle Tables, App. 

378 Table showing in successive decennial periods, from 1700 to 1850, the average 

annual rate percent of births, deaths, and increase of the total female population of 
England, ib. 

See also Institute of Actuaries. Premiums, Tables. 

Mutual Life Assurance Society. Remarks relative to the establishment of the Mutual Life 
Assurance S(»ciety on the purely mutual principle; suflBciency of the preiiiiuma to meet 
all expenses; amount guaranteed by the directors; there has been no necessity to call for 

this fund. Brown 1515-1522. 1743, 1744 Tiie Mutual Company registered themselves 

under the Act of 1844 *" ^^^ manner required for all existing companies, ib. 1595-1604. 

Mutual Offices. Remarks relative to mutual assurance companies; it is a very sad state of 
things that when a mutual company it established there is no fund whatever to answer any 
io8» that may arise, Wkitmarsh 87-9 1*—* Witness looks upon mutual companies at the 
outset as a perfect humbug ; impossibility of their meeting any immediate loss when they 
stipulate that it shall only be paid out or the premiums when they have accumulated, iS. 
127-1 29 -^-^Number of mutual assurance companies registered ; some of these have felt 
themselves under the necessity of establishing a guarantee fun<l, ib, 177-179— —Witness 
does not know of an instance of a mutual company failing to meet its engagements, ib, 

203-208 ^Tlie Mutual Society has no subscribed capiiiu, and the only guarantee that 

they have beyond the premiums in hand from time to time is t!)e liability of the whole 
partners to each other, ib. 210. 

Instances have occurred in which claimants upon a mutual assurance oflSce have failed 

to secure the payment of their claims, T'oy/or 411-419 Opinion that Government 

should interfere to prevent the risk run by persons joiuing mutual assurance institutions 
without knowing anything of their constitution and management, Thomson 1063-1065 

Witness is not aware of any of the mutual offices being possessed of a paid-up 

guarantee fand, JDownes 1207-121 l-—^Great numb r of mutual companies that start 
Without a guarantee fund, the insurers in which have no security except the balance of 
premiums in hand, Broun 1543, 1544. 1576-1579- 1735— Many mutual offices have 
be^n provided with a guarantee fund by the dnrectors or promoters, although no mention 
of it has been made in the prospectuses, ib. 1736-1741. 

The capital at first employecl in mutual offices is either contributed by the directors, or 
IS raised on shares on the proprietary principle ; but under a provision lor the repayment 
of such shares, thereby converting the company into a mutual one, iVewoit 2319-2322. 

2336-2339 How far there may be any greater security or advantage to the ai^nred 

in a proprietary office than in a mutual one; for some purposes a mutual office is quite 

418 secure as any other, ib. 2326-2333 In a mutual company the risk is entirely 

amongst the assured, but the Lt'gislature would be justified in preventing the possibility 
of such risk, by compelling all assurance offices to adopt the same protective nieasures,^ 

Fanen 2708-2720 For the last twelve years or so the public have been rather in 

favour of participation profits, or mutual offic es, ib. 2732. 

The mutual assurance system has all authority and opinion in its favour, iiy/ey 2822 

Remarks on the expenditure of mutual and proprietary offices; the expenses under 

the mutual system should be much less than under the pruprietaxy systt'm, Robertson 

3412-3415 Under aU mutual offices, except the Equitable, the funds are alone respon-- 

sible for thechiims; tlie parties assured are not liable, 16.3416.3424-3427 -Definition 

of a mutual office; advantage to the assured in all the profits being divided amount 

them, ib. 35O0-3505 It is scarcely possible that losses could fall on a mutual office 

•o as to effect only the last claimantsr on the society, tft. 3506-3510. 3519-3534* 

See also Accounts. Directors. Friendly Societies, 1* Guarantee Fund. Limited 

Liability. Marine Assurances. Number of Companies* Paid-up Capital. 

Proprietary Offices. Shareholders. Vnlimiteii Liability. 
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Names of Companies. Joint stock companies have no power to change their name afler 
complete registration ; ihis has been decided by the Court of Queen's Bench ; they can 
only change their name by an Aci of Parliament, Tat/lor 284-289. 

National Providefit Institution. Statement of the receipts and disbursements of the National 
Provident Institution for the year ending 20 November 1852. App. 392, 393. 

Neisovy Francis G. P. (Analysis of his Evidence,)— Actuary; represents ihe Medical 

and Invalid Life Assurance Office, and a few others, 2215, 2216 The Medical and 

Ittviilid Office was establi$(hed for the purpose of assuring diseased lives at fixed rates of 
premium, 2217-2220- — Opinion that the working of the Act of 1844, requiring the 
registration ot assurance offices, has not been satisfactory; grounds for this opinion, 2221 

et seg. There should be no inteifertnce on the part of the State with the pmctical 

n anageaunt of assunmce societies, 2223-2263 The public have quite as much control 

(iver their interest and stake in a life assurance office as over their stake in a bank, 22t?5- 

2230 Any person wishing to withdraw or surrender his policy, would not receive the 

ftli value for tne premiums paid upon it, but would obtain a fuir and judicious amount in 
consideration of such premiums, 2229-2236. 

The interests of tissurance societies would be greatly benefited by a repeal of the Act 
of 1844; 2238-2240. 2334, 2335— —Evidence to the effect that Government supervision 
is niii necessary in order that the public may be protected from fraud on the part of the 
societies; instances of fraud aie almost unknown, and the shareholders have it in their 

power to ^unrd against the same, 2241-2253 The publication of an account of assets 

wnd 1 abilities should rest with the discretion of the society, and should not be rendered 

ini| eiative by Pailiament, 2254*2267. 2341-2344 No public advantage would result 

Jiom each company being obligtd to lodge certain accounts in some public office 10 which 
the persons interested in such company might have easy access, 2259,2260 Gene- 
rally speaking, ihe accounts of assurance societies are drawn up in an inteiligibie and 
satisfactoiy ioim, 2261, 2262. 2268, 2269. 

A jealousy exists fiom the fact of recently established companies being compelled to 
publish accounts, whilst the older offices are exempted from doing so; this jealousy 
would be best removed by withdrawing the obligation from the new companies, 2264- 

2267 Consideration of the amount of expenditure in proportion to tne premiums, 

tlist would be justifiable in a newly-established proprietary company; the expenses 
might ut first exceed the premiums, und still the office be in a flourishing condition, 
2270-2282— Remarks wiih res|>ect to the expenditure attendant on the starting of a 
mutual office, and the quarter from whence such expenditure should be defrayed, 2283- 
2289. 2319-2325 Advisability of a hberal expenditure in order to obtain a remunera- 
tive amount of business; there is almost always some capital provided in every mutual 
office, in order to launch the concern into public not'ce, 2284-2289. 2319-2325. 

It is quite possible that a mutual office might be formed having n<i capital, and yet 
without expense or insecurity, provided there is a sufficient number of persons willing 

immediately to assure th< ir lives therein, 2286-2288 Observations as to the relative 

expenditure cf assurance offices of the same age, but at different epochs, to obtain 
business ; the expenditure was less in the early part of the nineteenth century than it is 

at the present time, but it has not increased since 1830; 2290*2296-^ A paid-up 

capital, to meet any contingency that may arise, is desirable in the case of every 

assurance society, 2297, 2298 The amount of the capital should depend on the 

peculiar node of action adopted by each company, 2300 Objection to the paid-up 

capital being lodged with some Government officer as a security for the goi^d faith of the 

company, 2301-2304. 2340 Opinion that the public generally have every confidence 

in existing assurance societies, 2305. 

The business of life assurance societies is conducted with integrity and safety, and the 

claims of the assured have always be< n liquidated, 2306, 2307 Instunces have occurred 

of offices ceasing to exist, but tne policies have been taken by other offices with advantage 

to the holders, 2307-2313 The business of one assurance company ij* frequently 

tiansferred to another, not from any want of ^iuccess, but as being mutually advantageous 

to the parties interested, 2314-2317 ^The capital at first employed in mutual offices 

is either contributed by the directors or is raised on' shares on the proprietary principle, 
but under a provision for the re-payment of »uch shaies, thereby converting the company 

into a mutual one, 2319-2322. 2336-2339 Remarks on the sources of expense 

attendant on the establishment of an assurance office ; a ramified system of agency 
throughout the country is the best mode of obtaining business, 2324, 2325. 

How fur there may be any greater security or advantage to the assured in a proprietary 
office than in a mutual one; K)r some purpose a mutunl office is quite as secure as any 

other, 2326-2333 The returns furnished by assurance companies, under the present 

Act^donot afford the information which it was intended they should do, 2342, 2343 
——Remarks on the business undertaken by some friendly societies, in effecting 

assurance 
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.Nelson, Francis G. B. (Analysis of his Evidence) — continued. 

assurances with persons in the lower ranks of life for small annual premiums ; increase 

of this class of business and security attending it, 2345-2351 It is not necessary as a 

matter of practice to incur a higher expense on the moderate species of business trans- 
acted by friendly societies, than on the business of those offices where the policies are 

fewer and the amounts assured much larger, 2352-2354. 2358, 2359 With proper 

skill and prudence in the management of an assurance oiEce there is no insecurity to 
the assured ; the public may have every confidence in the present management of 8uch 
institutions, 2354-2357. 

[Second Examination.] — Evidence generally, founded en witness's knoviledce of 
assurance societies throughout Germany, showing that considerable evil has theie resulted 

from the interference of Government with such societies, 3627-3670 In consequence 

of the restriction* in)posed on Continental companies, ihe spread of assurance has been 
exceedingly limited and slow, and the grent bulk of the transaciions take place in 

assurances by English offices, 3627 e^«ey. Remarks relative to the Gotha Life Office; 

principles on which it has been formed and is conducted ; immense amount of business 
transiicted by this company in consequence of certain privileges possessed by it from 

Government, 3629-3646. 3654> S^SS* 3666 Information with respect to the Berlin 

Company, which was formed in 1836, with the exclusive privilege of transacting assurance 
business for sixteen or seventeen years; injurious effecis of the monopoly vested in this 
company, it being of itself insufficient for the population it had to cleal with, 3629- 
3645- 

Thn'Ughout Kavaria um\ Hanover, and a great number of other states on the Conti- 
nent, the Government restrictions with lespect to assuranee offices are very severe, und 

the effect is, that very few local companies have been established, 3646-3670 Remarks 

showing that the cnief restriction is the necessity of depositing a certain amount of 

paid-up capital, 3648-3652 Another hinderance to the developmeni of assuiance 

societies throughout Germany is, that it is impeiative upon them to |iublish their accounts, 

3653-3659 Reference to the system of agency and commission adopted by assunince 

companies in the German Stiites, 3660,3661 The deeds of many of the German 

companies contain clauses prohibiting assurances beyond a certain amount ; effecis of 
this prohibition, 3666. 

With respect to this country, the Act of 1844 has certainly led to a considerable 
increase of assuranee offiees, but they have been of a very weak character, 3671-3676 
Evidence as to the effect produced by Government interference upon the establish- 
ment and working of friendly societies; grounds for the conclusion that the general 
character of these societies has been much deteriorated by recent legislation, 3677-3705 

Friendly societies wcie on an insecure footing previou>ly to the passing of Mr. 

Sotheron's Act, but they are still more so at the present time, and the Act has had the 
effect of increasing the number of pot-house clubs instead of diminishing them, 3677- 

3705 Government interference is expedient in the case of railways and a few other 

joint stock undertakings, but as a principle neither assurance associations, friendly soci- 
eties, nor savings banks should be subject to any Government supervision, 3692. 

Remarks on the subject of establishing an Institute of Actuaries; desirability of such 
an institution as a means of testing the qualifications of any person, and as some security 
to the public that those professing to be actuaries really understand their business ; part 
to betaken by Government in the establishment and working of the proposed institute, 

3706-3732 Intricate and important nature of the calculations undertaken by actuaries, 

3711-3717 How far it should be imperative that all actuaries, whether of eminence 

or otherwise, should under^^o an examination as to their qualifications in the proposed 

institute, 3718-3732 Inexpediency of requiring all assurance offices to make up their 

periodical balance-sheets, including a valuat'on of their assets and liabilities, at the same 
time and in a precisely similar form, 3733-3735. 

Jiew Offices, Observations of the Committee as to the precautions which it seems desirable 
to take, in order to test the boTift Jides of wew associations, and to entitle them to complete 

registration. Rep. vi, vii It would be extremely disadvantageous to new small offices 

to be compelled to disclose the amount of business done by them, by obliging them 
annually to publish an account in the nature of a balance-sheet, Finlaison 580, 581, 

627. 670-675 From the great activity of new offices, Viist numbers are induced to 

effiect life insurances; anything that would tend to discourage new offices would be very 

injurious, ib. 618, 619 Grornds on which witness objects to the nnnual publication of 

the accounts of young offices ; the expenses are very large in proportion to the premiums, 

and the public might suppose them in an unsound state, ITiofnson 1019-1034 The 

offices established under the Act of 1844 are quite as honourably conducted as those of 

an earlier date, Colvin 291 1 Opinion that the manner in which many new offices are 

projected and managed, and the heavy expenditure attending their establishment, are 

ruinous to the proprietors and policy holders, Pateman 3088-3090 Enumeration of 

several offic<s recently established, with the names of the managers and the dates of 

their formation, ib. 3090 Eight of the assurance companies started in London since 

0.55. " 3 H 3 1^45 
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1845, are now closing under the Winding-up Act; four of these were life assurance - 
offices, Pateman 3091. 3102, 3103. 

See i\\so Capital. Deficiencies. Expenditure. Guarantee Fund. Paid-up- 
Capital. Preliminary Expenses. Premiums. Tables. 

JVew York. Evidence generally as to the practice with regard to assurance offices in the 
United States; Acts of the State of New York in relation to companies transacting the 

lusuuss of life insur,ince, Thomson 896 et seq. 990-994 Extract fiom the laws of 

New York, 72 Session, c. 308, s. 7, intituled, " An Act to provide for the Incorporation 

of Insurances," ilpp. 356 Extract of the Laws of New York, 74 Session, c. 95^. 

intituled, '* An Act in relation to all Companies transacting the business of life insurance 
within the State, ib. 356, 357. 

Nominees. Remaiki^ relative to the privilege of nomineeship granted to friendly societies, 
under the 4 & 5 Will. 4. c. 40, s. 2, Pratt 549-661 • 

^art/tampion Tables. Considerable extent to which the Northampton tables are used ; 

those tables are known to be vcy much above the actual risk, Thomson 928-930 

The progress of lift- assurance has been much checked by the use of the Northampton, 
tables, which are very eironeous, i^arr 3315 See also labies. 

If umber of Companies. It apptars by a return from the office of the Registrar, that since- 
the passing of the Act in 1844, no fewer than 31 1 insurance companies of various kinds 
have been provisionally regisieied, of which only 140 were completely registered, and of 

wl.ich only 96 continue to exist, Rep. iv Statement of the total nuitsber of joint 

fiitock con panics completely registered under the Act of 1844; showing the number dissolved 

and the number actually in existence at the present time, Taylor 290-293. 445-455 

Number of proprietary and mutual companies in existence at the end of 1852; total 

ntmber of companies established since 1844, Brown 3529. 1543 Opinion that the 

numLer of assui*ance offices is too larg^e for the amount of business ; if the same increase 
goes on ioT the next two years it might bee onie an important question to be assured, ib. 

1605-1607 Number of life assuiance companies, according to date of formation, 

existing at the end of 1852, proprietary atid mutual, with the nominal capital and nominal 
nu.ount paid up of the i«.rmer, ib. 1683 See also Registered Companies. 



Old Offices. See Expenditure. New Offices. Premiums. Publication 0/ Ac- 

counts, 1. Tables. 

P. 
JPaiD'Up Capital: 

1. Recommendation that ne New Company should be allowed to commence- 

Bmsineu without a Paid-^ Capital. 

2. Objections to the proposal, that all Offices should have a Paid-up Capital. 

\. Recommendation that no New Companif should be allowed to commence Business 
without a Paid-up Capital: 

Opinion of the Committee that no new company should be admitted to complete regis- 
tiation imtil a capital shall have been subscribed and actually paid up, of at least, 10,000/.,. 
»nd which shall be invested in the public funds under such regulations as Parliament 

may deem fit to enact, Rep. vi, vii Sus:sesiion that all assurance associations should 

be compelled to have a paid-up capital before commencing business, whetlter on the 
pr. prietary or mutual principle, as a test of their bond fide intentions, Tajflor 367, et seq. 
430; Ansell jgs-Soy; Thomson 870-881; Ingall 1759-1764. 1896-1912; Meison 

2297, 2298 ; Farren 2619-2673. 2708 et seq. All insurance offices on starting sly^uld 

be possessed of a capital of about 15000/., Finlaison 682 Opinion that 30,000 / 

would be a small sum compared with the capitals which have been raised by the existing 

companies, Ansell 795-807 Incomplt-teness of the Act of 1844 '» the absence of 

any pr(>\ision as to the amount of capital to be paid up, and the want of sufficient pro- 
vision as to Slock and shares generally, Thomson 865. 

A number of new assurance companies have been established of late without any paia 
up capital, so that whether the company prospered or failed they had nothing to lose^. 
JeUfCoe 2081-*— It is quite possible that a mutual office might be foimed having no 
capital, and yet without expense or insecurity, provided there is a sufficient number of 
|>ersons willing immediately to assure their lives therein, Neison 2286-2288-*-— Objec- 
tion to the paid-up capital being lodged with some Government officer as a security for 

the good faith of the company, ib. 2301-2304. 3341 The paid-up capital of a com> 

pauy 
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PAlb'VP C^P/TjAX^continued. 

1. Recommendation that no New Company akould be alhwed, ^c— continued, 
pjiny should be in proportion to the probable amount of such company's engagement, 

Higham 2533 Eviaence in favour of ii small paid-up capital, not as a guarantee fund, 

but becHUse ihe business will increase much more rapidly with money than wiihout it, 

Hornby 2561, 2562. 2565 The objects of a paid-up capital are to keep the averages 

steady and to answer for the good faith of the office, Farren 2623, 2624 Mode of 

arriving at ihe amount of paid-up capital necessary to secure the public from all con- 
tingencies, ib. 2625, 2626. 2641-2648. 

Advantage of compelling the shareholders to subscribe a certain capital before they 

obtain any legal standing as a company, Pateman 3156, 3157. 3163-3178 A portion 

of the paid-up capital of each company should be deposited with Government as a 
security for the policy holders, ib. 3167— —Evidence as to the necessity of a paid-up 
capital; circumstances under which it mi^ht act prfjudicially to the public, Farr, 3326- 

3345 Mutual offices should be compelled to provide some capital, and not to expend 

their premiun)s in gaining business, &c., though in most instances the rates of premiums 

are quite sufficient to cover all risk, ib. 3326-3329. 3346-3352 Remaiks showing 

that the chi^f restriction is the necessity of depositing a certain amount of paid-up 
capital, Neison 3648-3652. 

2. Objections to the proposal^ that all Offices should have a Paid-up Capital : 
Evidence in objection to the suggestion that every office should start with a paid-up 

capital, iiy/cy 2821-2826; Colvin 2912 e/ seq.; ifoier^so// 3407-34 f 1 . 3441-3446 

A paid-up capital is by no means essential to the security of a mutual office, Ryley 2823- 

2826 Public damage rather than benefit would be the lesult, Cokin 2*912-2927. 

^933-2960 A paid-up capital affords little if any security to the assured, ib. 2926- 

2952. ■ The ultimate security of the public must depend on the premiums, ib. 2926 

A paid-up capital is totally incoDsistent with the principles of mutual assurance^ 

and those priticiplt-s are the purest and best that can be devised, Robertson 3408 

Almost all mutual companies subscribe voluntaiily a ceriain capital, but they should not 
be compelled to ilo so compuUorily by Act of Parliament, ib. 3409-341 1. 3418-3423. 

See al'O Capital. Fraudufent Compania. Friendly Societies, I. Guarantee 

Fund. Mutual Offices. 

Pateman, William Slater Diton. (Analysis of his Evidence.) — Has paid considerable atten- 
tion 10 the working of the Joint Stock Act of 1844; 2973 The establishment of 

fraudulent assurance companies has been greatly facilitated by that Act, 2974-2976. 

3042-3045. 3114, 3115 A certain prestige is created in favour of the offices by their 

being enabled to say they are ** Empowered by Act of Parliament/' though ihey are only 

registered under the Joint Stock Act, 2975, 2976 Enumeration of seveial fraudulent 

companies, projected under the Act of 1844, by which the public have been crreat 

sufferers, 2976 et seq. Establishment and winding up of the " Meri^.hant Traders* Ship 

L(»an and Insurance Association;" names of the directors; theie are claims to the 
amount of 80,000 /• for marine insurances still unpaid, 2976-2985. 

The chief promoters o^* this associatvon were Augustus Coliingridge and John New- 
man Burnand, the directors having been victims of Collingridge, 2977, 2978 Col ing- 

ridge and Buruand next starteii the "General Commission, Shij>, Loan, Insurance Asso- 
ciation," which is now bein£: wound up with claims against it t' the amount of 25,000 L, 
2985 Particulars as to **The Port of London Shipowners' Loan and Assurance Com- 
pany," projected by Collingridj^e ; this company soon closed with claims against it for 
120,000/.; 2985-2692 Authentic sources from which witness has deiived his informa- 
tion on the subject o\ these fraudulent companies, 2991, 2992 Evidence as to the for-, 

mation, career, and winding-up of the " Sea, Fire, Life, Assurance Society ;*' this s ciety 
was projected by Collingridge and two or three others; part taken by witness in exposing 
it through the " Post Magazine ; " the first call to meet the liabihtities amcunis to 
120,000/.; 2992-3027. 

Remarks on the establishment and dissolution of the ^* London Marine Brokers' 
Society" which was projected chiefly by J. N. Burnand; it has not been biought under 
the Winding-up Act, bat all the persons who have claims have lost their money, 3028- 

3041 Formation of the ** Reciprocal Life Assurance Company;" this company was 

started by Richaid Wilsdon Morris, under the name of G. R. Herbert Dcnison, and was 
duly registered unler the Act of 1844; there were two branches in connexion with it, 
and Considerable frauds were perpetrated by the directors; prospectus of the company 

produced, 3046-3048 Reference to the ** Hope Reversionary Life Interest Company,'* 

as having been also piojectid by R. W. Morris, under the name of Denison, 3048 

Thf* next company started by Morris* was the ** Reciprocal Fiie Assurance; " it was not 
registered, and had no deed of settlement, but still professed to be incorporated under 
the Act of 1844; pari taken by witness in exposing the frauds of this company; one of 
their policies for 600 /. handed in, 3048-3050. 3055-3057. 

Reference to •' The Absolute Security Life and Fire Assurance Company," also pro- 
0.55. 3 H 4 jtcted 
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Pateman, William Staler Dixon. (Analysi:> of his Evidence) — continued. 

projected by R. W. Morris, 3050 The United Kingdom Assurance Company was 

likewise started by Morris, 3050 And also " The Beneficent Life Assurance Society," 

3050 The last office projected by Moms, siili under the name of Denison, was " The 

Industrial Life Assurance and Provident Society; " prospectus thereof produced ; frauds 
commiiteil in Ireland by this company ; how far their Limerick agent, William Wright, 

may have been culpable in the matter, 3050, 3051. 3073-3377 Prospectus of " The 

Annual Bonus life Assurance Society ;" fraudulent character of this society ; proceedings^ 

at law have been taken against the promoters 3051-3054. 3104,3105 The a*;euts 

appointed by fraudulent societies are generally imposed upon by the promising appear- 
ance of the prospectus, and the tempting commissions offered them, 3055-3058. 3060. 
3073. 

The policies of fraudulent companies, being mostly issued unstamped, cannot be sued 
upon or given in evidence in a court of law, 3059, 3060 ■ There are many claims for fire 
and life policies unpaid, but the chief loss through the societies mentioned by witness has^ 

been on marine policies, 3061-3064 There has been no tiansfer of business from 

fraudulent offices to bon&Jide ones, otherwise the assured would not have been sufferers^ 
3065-3067 The first premium alone has been paid in the cases enumerated by wit- 
ness ; the officers, however, uould have gone on longer if they had not been exposed, 
having all started for the purpose of obtaining money under f'aUe pretences, 3067-3072 
'— With respect to the part taken by witness in exposing fraudulent assurance offices, 
he is the publisher of the " Post Magazine/' which is devoted to the subject of life 
assuiance, 3078 Remaiks on the formation and dissolution of the ** European Alli- 
ance Full-pay Insurance Company/' which was fmudulently projected by George Ocia- 
vius Etherwiil and William A. Arnati, and registered on 21 September 1852 ; prospectus 
of the company handed in, 3079. 3082. 

Withinthe last #>ix months an office^called "The Universal Life and Fire Insurance Com- 
pany/' was started by a person calling himself Sir John William Dixon ; prevention of the- 

frauds attempted through means of this office, 3079-3081 Witness is cognisant of more 

than a dozen offices projected since the Act of 1844, 'or the purpose of obtaining money 
under false pretences; many of these were not registered, though they all stated they 
were " Empowered by Act of Parliament/' 3083-3086. 3112, 3113-^ — Reference to an 
office called "The People's Life Annuity and Endowment/' formed in 1846, against 

which there are several unpaid claims, 3087 There are claims to the extent of 20,000 L. 

agsiinst the " United Kingdom Cattle Ass^urance Company/' 3087 Insolvent con- 
dition of the "Farmers' and Graziers' Mutual Cattle Assurance Company/' who are 
issuing policies at the present time, 3087. 

Failure of the " Sceptre Fiie and Life Assurance Company/' out of which two new 

offices have arisen, 3087 Mention of thirteen offices, twelve of which are in existence, 

as owing their origin to Mr. E. Baylis, actuary, 3087, 3088 Opinion thai the manner 

in which many new offices are projected and managed, and the heavy expenditure 
attending their establishment, aie ruinous to the proprietors and policy holders, 3088- 

3090 Enumeration of seveial offices recently established, with the names of the 

managers thereof, and the dates of their formation^ 3090 One of these offices, '* The- 

Tontine," is now winding up in the Court of Chancery; a paid-up capital of 4,500/. has 
been exhausted, and n call has been made of 1 /. ys. per share; nearly all the policies 

have been transferred to another office, 3090. 3092-3102 Eight of the assurance 

companies started in London since 1845 arc now closing under the winding-up Act; 
four of these were life assurance offices, 3091. 3t02, 3103. 

Tne business of those offices that have dissolved has been chiefly in the country, 3106, 

3107 Reference to the " Counties Union Life and Fire Assurance Company, ' which 

has lately been brought to a close; the claims are nearly 20,000/., and will fall on the 
shareholders, who are few in number, 3107-3111 Suggestions with respect to amend- 
ing the Act of 1844, 3^H ^^ ^?- '^**® Registrar should have power to compel every 

office to return a copy of its accounts, 3117, 3118 In case of any office obi»iining 

money under false pi etences, the Registrar should have power to indict the partiis so 

acting, 3120-3126- Opinion that the qualification for a director should be at least 

fioo/. ; 3126 The offices should render a better form of account than they do at 

present; some general principles of guidance might be laid down on this point, 3127- 
3^30. 3'58-3i62. 

Balance-sheet of the " Ai chor Life Assurance Company," from l October 1849 to 30 
September 1850, as returned to the Registrar ; imperfect nature of this return, 3127-3129 
The accounts of the older assurance companies are made out in a clear and intel- 
ligible manner; fi)Ur of these banded in, 3129 Power should be given to a Govern. 

ment auditor, or some pubhc officer, to test the value of each account, 3131-3133. 3158- 
3161 Grounds for the opinion that the expenditure to create a new assurance busi- 
ness njw is much greater than it was formerly, 3133 e/wy. 3178 Suggestion that 

the Registrar shouhl have power to reject those clauses in the deed of settleraeni which 
provide that ceitain persons shall be managers and officers, and that they shall receive 
certain salaries, 3135-3^ 55' 

Advantage 
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Pateman, William Slater Dixon* (Analysis of his Evidence)— ^cofUtHtterf. 

Advantage of compelling the shareholders to sabscribe a certain capital before they 

obtain any legal standing as a company, 3156, 3157. 3163-3178 ^The books of a 

company should be open at all times to the shareholders without the matter being subject, 

as at present, to the provisions of the deed of settlement, or to any bye-law, 3157 - 

Suggestion that under certain circumstances the accounts of assurance companies should 
be referred to a Board of actuaries, consisting of not less than three persons, paid officers 
of the Grovemment, and in no way connected with any assurance societies, 3158— 
A portion of the paid-up capital of each company should be deposited with Government 

as a security for tne policy holders, 3167 Recommendation that the Registrar have 

power to inquire into the characters of the promoters of every assurance office, and to 
take measures accordingly for the security 01 the public, 3167-3169. 3179, 3180. 

Policy holders have frequenily been defrauded through the failure of offices duly 

registered under the Joint Stock Act, 3170, 3171 Losses iuflicted on the poUcy 

holders of the ** Independent Assurance Company,'' which is now winding up its affkirs, 

3172-3178 It would be great improvement to the present Act if the Registrar had 

power, in case of undue practices by any company, to interfere, either by advertising the 

public of the fact, or in some way to stop the business of the office, 3179* 3180 

A certain number of restriciions are imposed by the Act, but there are no means of 
insisting on a due observation of such restrictions, 3180— ^Correction of a statement by 
Mr. Colvin, that the Registration Office refused to give receipts for any papers or returns 
lodged therein by assurance companies, on the ground that they were not required to do 
so by Act of Parliament, 3181. 

Penalties. Insufficiency of the present means of enforcing the provisions of the Act of 
1844; provisions of penalties bjr an Act of Parliament, without adequate means of 

enforcing them, are 01 doubtful utility, Taylor 385 Suggestion that it should be made 

imperative upon the registrar of joint stock companies to make a periodical report to 
the Board of Trade of ail cases in which penalties had been incurred, and that the 
Board should have power to direct him to take the necessary steps for recoverii^ the 
penalties, or otherwise enforcing the things omitted to be done, ib. 385, 386^ 

See also False Returns. Frauds. Joint Stock Companies Act, 2. 

People's Life Annuity and Endowment Society. Reference to an office called ''The 
People's Life Annuity and Endowment Society," formed in 1846, against which there are 
several unpaid claims, Pateman 3087. 

Periodical Returns. Great advantage would result from periodical returns of the liabilities 
and assets of the offices being made to the Registrar; there is no necessity for an uniform 
period being fixed ; the institutions themselves might fix the periods of making these re- 
turns, Ansell 726-728 ^Witness places very little confidence in the periodical accounts 

which are taken by the different offices for the purpose of dividing bonuses, ib. 781— » 
Evidence in reference to the accounts, or rather returns, which witness suggests it would 

be desirable to have recorded periodically, ib. 858, 859 Proposal that the periodical 

investigation balance sheets should be accessible to the public, in the same manner that 
the balance sheets are under the present Act, Thomson 911 ■■■ A common form for a 
periodical investigation balance sheet might be adopted, such as would not throw any 
material impediment in the wajr of the dSerent offices, although using different data, 
in making out a balance sheet in a satisfactory way, ib. 911-915. 996-999. 

Nature of the information witness proposes should be contained in the periodical 
balance sheet; if these balance sheets were recorded in the form proposed, it would not 
be difficult to ascertain whether the office was continuing to proceed on a sound basis or 
pot, Thomson 919-930. 997-99^ — —The office of which witness is manager would not 

object to furnish such periodical accounts as he proposes, ib. 931 --936 Proposed 

form of investigation balance sheet which should be recorded with the Government 

officer; this should be accessible to the public, ib. 989 Opinion that it would be 

desirable that a periodical account of the condition of assurance offices should be placed 
before the public ; no uniform account could be firamed that would meet the case of all 
offices; nature of the information to be given in such periodical accounts, Downes 1089- 
1120. 

Remarks relative to the periodical valuations made by assurance offices; there would 
be no difficulty framing an account that could be easiljr made by officers generally, for 
the purpose of showing accurately, by a periodical valuation, the condition of the office 

jas to its solvency, Edmonds 1289-1293. 1333-1349 It would be a great advantage 

te the offices themselves if any plan could be fallen upon to give the public a periodical 
assurance, from time to time, that the whole fund, equal to meet their demands, remained 
unimpaired ; it would be a great encouragement to people to use assurance offices more 

than they do now, »6. 1313-1321. 1388 Periodical returns should be required from 

all offices to be made to the Registration Office ; with reference to liabilities and assets, 
tliey should be arranged under a few general heads, which the offices would have no 
difficulty in filling up, t^. 1470-1487 ^Approval of the form of return prepared by Mr. 

0.65- 3 1 Ansel), 
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Periodical Returns — continued. 

Ansell, Farr 3268 -Inexpediency of requiring all assurance offices to make up their 

periodical balance sheets, including a valuation of their assets and liabilities at the same 
time and in a precisely similar form, Nelson 3733-3735* 

See also Assets and Liabilities. Government Audit* Investigation of Affairs. 

Publication of Accounts^ 1. 2. Valuation of Assets. 

Policies. Witness, as Registrar, has no control over tlie issuing of policies, Whitmarsh 

122-126 In the event of the issue of a policy previously to complete registration the 

legal remedy of the insured would be affected, as such policy would not give a good 

claim against the company, Taylor 460-463. 486 Calculation as to the value of 

policies at the end of the first year of an assurance society, supposing the lives to have 

teen selected with care, Downes 1151, 1152 ^The larger proportion of the policies are 

effected for the whole term of life ; there is much greater variety in the character of 
policies than there used to be, there being a greater number of temporary policies, Ingall 
1777-1779— ^Objection to assurance companies making returns to Government of the 
amount of duty on life policies in the same way that returns are made on fire policies ; 
the information thus afforded to the public as to the amount of business carried on by 

life assurance offices could not be relied upon, Higham 2550-2554 How far it might 

be desirable that every office should return the actual amount of assurances effected 
during the year, and should pay a stamp duty accordingly, jFarr 3390-3394. 

See also Abandotiment of Policies. Fraudulent Companies. Friendly Societies. 

Lapsed Policies. Limited Liability. Purchase of Policies. 

Port of London Shipowners* Loan and Insurance Company. Particulars as to *' The Port 
of London Shipowners' Loan and Insurance Company/ projected by Collingridge; the 
company soon closed with claims against it for 1 20,000 Lp Pateman 2985-2992. 

Pot-house Clubs, see Friejidly Societies, 1. 

Pratt, John Tidd. (Analysis of his Evidence.) — Registrar of Friendly Societies in Eng- 
land, 494 Under the Act 13 & 14 Vict c. 1 15, s. 2, no friendly society can now be 

established which assures a sum exceeding lOo/. at death, or an annuity exceeding 

30/. per annum, or a sum in sickness exceeding 20 s. per week, 495-497 Friendly 

societies are in fact assurance associations intended for the benefit of the poorer classes, 

who are not able to assure for themselves in the larger companies, 498-500 Several 

societies established under the Friendly Societies Act have granted assurance to a higher 
amount than 200 /. ; there are a few societies enrolled under the Friendly Societies Act, 
and also registered under the Joint Stock Companies Act, to enable them to carry on 

their operations to a larger amount, 50 1-509 ^There is no distinction between fiiendly 

societies, as far as they apply themselve to life insurance, and mutual assurance associa- 
tions, 510, 511. 

Nature of the returns annually made by friendly societies to the Registrar, of the 
management of their business ; separate accounts are kept of the business with reference 
to life assurance and of the payments made to members for sickness, 512-515 Opi- 
nion that the friendly societies very seldom fail to discharge the obligations which they 

have incurred, 516-518 The present mode of conducting assurance business by 

the friendly societies is ol)jectionable, inasmuch as their tables are never certified by an 
actuary, and therefore there are no data upon which they can go; causes to which the 
reluctance of friendly societies to having certified tables is attributable, 519-528— — 
Reference to the tables for sickness and mortality now in course of construction by Mr. 
Finlaison ; the intention is that they should be printed and circulated all over the king- 
dom, which will be the best way to lead the friendly societies to adopt, those tables, 

622-624. 

Doubts as to whether the rates paid by members of friendly societies are sufficient to 
enable the society to meet all its obligations ; many of these societies must have failed 

but for the amount of honorary contributions which they have received, 529-534 

Statement relative to the difference between certified and registered friendly societies as to 

the advantages and privileges they respectively enjoy under the last Act, 535-548 

Remarks relative to the privilege of nomineeship granted to friendly societies under the 
4 & 5 Will. 4, c. 40, s. 2 ; 549-551 — — Evidence as to the complaints against associations 
formed as friendly societies and possessing the privileges attached to those societies, 
when in truth they have become practically insurance offices for large transactions; 

opinion that there are no grounds for such complaint, 552-557- •W'ith regard to 

friendly societies granting insurances, witness has nothing to add to the evidence given by 

him last Session before the Friendly Societies Committee, 558-560 Sufficiency of the 

present Act wiUi regard to the returns made by friendly societies, as those now made 
afford ample means of obtaining any information required, 561. 

Preliminary Expenses. Observations as to the preliminary expenses incurred in getting up 

assurance companies, Whitmarsh 92 In the case of mutual offices, the first premiums 

received are more than swallowed up by the preliminary expenses; vast amount of 

these expenses, ib. 136 With respect to the preliminary expenses, they are paid 

out 
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Preliminary £rpe9ue5— continued. 

out of the general fund of the company, and not out of any fund separately subscribed 

for the purpose, Downes 1173-1175 The preliminary expenses of an assurance oflBce, 

and the expenses of the early years of its existence, are much greater now than they 

were formerly; this arises cl^iefly from increased competition, Edmonds 1257-1260 

Remarks with respect to the expenditure attendant on the starting of a mutual office^ 
and the quarter from whence such expenditure should be defrayed, Nelson 2283-2289. 

2319-2325 Advisability of a liberal expenditure in order to obtain a remunerative 

amount of business; there is, almost always, some capital provided in every mutual 

office in order to launch the concern into public notice, ib. 2284-2289. 2319-2325 

Remarks on the sources of expense attendant on the establishment of an assurance office ; 
a ramified system of agency ttiroughout the country is the best mode of obtaining busi- 
ness, ib. 2324, 2325 A very considerable sum may be expended at the commence- 
ment of an office without at all damaging the ultimate security, even thou(!;h it should be 
Eaid out of capital and not out of premiums ; the earlier expenditure is the price of the 
usiness, Colvtn 2942-2960. 

See also Expenditure. Guarantee Fund, 1. Paid-up Capital, 1. 

Premiums. Observations relative to the calculation of premiums of insurance offices ; the 
rate of interest on capital within any probable dimensions would scarcely affect premiums, 

Finlaison 694''599. 683-701 Witness never saw, nor can he conceive the case of an 

office accepting premiums that would be below the full arithmetical risk, ib. 698, 699 
Remarks relative to the ordinary mode of calculating the premiums of assurance com- 
panies, AnsellT^, 745 It should be required that the offices should state not only 

what premiums had been received in the by-gone years of existing assurance, but the 
value of the premiums that were expected to be received in future j'ears, ib. 814— — The 
older companies started with higher raies of premium than have been adopted by the 
majority of the new companies ; this has enabled them to distribute bonuses, and in other 

ways to give advantages to the assured, ib, 833, 834 ^The chief element of uncertainty 

is the mode of valuing the liabilities arising from the irregular way in which the offices 
frame their tables of premiums originally, ib. 844. 

Objection to the valuation and exhibition in the balance sheet of the difference between 

the net and gross premiums, Thomson 923 The Legislature should not interfere to 

regulate the rates of premium, except to such extent as the proposed Government officer 
might think necessary to interfere, ib. 1009-1017-^ — Remarks relative to the premiums 
charged by different offices ; some offices calculate their premiums at a high rate of mor- 
tality and a low rate of interest, Doumes 1 105, 1106 Statement as to the manner in 

which the premiums are computed by the Legal and General office ; amount putjas loading 

on those premiums, .Edimoneb 1235-1241 One test that would enable the public to 

judge of the security of assurance offices would be, that one-half of the premiums 
received on existing policies should be in band at any future time, Ingall 1767, 1768— ^^ 
Witness considers the offices are very deficient in the materials for properly estimating 
the premiums, ib. 1967. 

Circumstance of some offices charging 3 /., and others only 2 /• annual premium, for 
insuring 100 /. at the age of 30, Ryley 2853-2859 The public are much more favour- 
able towards those offices which charge a higti rate of premium, than towards those 

which charge a seemingly small or insufficient premium, ib. 2854 Consideration of 

the question as to tlie amount of premiums which should remain on band in order to 
prove tlie solvency of any company; correction of Messrs. Christie S^ Brown's conclu- 
3iot)S on this point, Colvin 2938-2948. 2954, 2955. 

See also Annual Accounts. Assets and Liabilities. Bonuses. Expenditure, 1. 2. 
Friendly Societies, 2. 8. Guarantee Fund. Lirnited Lialnlitif. Mutual 

Offices. Number of Compariies. Paid-up Capital, 1. Prelimvnary Expenses. 
Reduction of Premiums. Reserved Fund. Misks, Valuation of Assets. 

Prince of Wales Assurance Office. The Prince of Wales Office is a proprietary office, 
with 9 pQid-up capital of 10,000 /., the subscriptiop capital being 200,000 2.; the com- 
pany has been established about eighteen months, Hornby 2556-2565. 

Profits. Remarks relative to the profits of assurance offices; the public form very 
exaggerated notions of the profits op life assurance, IngaU 1 851-1854. 

See also Anticipation of Prq/its. Bonuses. Lapsed Policies. 

Promoters of Offices. Frequency of the same parties being repeatedly engaged as the 
promoters of insurance companies; there are some persons who act as a sort of traders 
in the formation of insurance companies, or companies of a particular kind, Taylor 489 

f Recommendation that the registrar have power to inquire into the characters of the 

promoters of every assurance office, and to take measures accordingly for the security pf 
the pubhc, Pateman 3167-3169. 3179, 3180. 

See also Guarantee Fund, 1. Mutual Offices. 
0.55. 3 1 2 Proprietary 
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Proprietary Offices. A proprietary company lias not only a subscribed capital, bat also has 
a liability to any extent, on the part of the f>roprietor8, to those assured, WhUmarsh 2og 
-—Proprietary companies should have a paid-up capital ; it is very undesirable for the 
public merely to have to trust to the responsibility or the proprietors, Downei 1200-1203 
In proprietary companies the proprietors are liable to the full amount of their sub- 
scribed shares, and some even without limit, Ingall 1956, 1957 Opinion as to the 

advantage of proprietary over mutual institutions, Higham 2476, 

See also Accounts. Guarantee Fund. Mutual Offices. Patdnip Capital. 

Shareholders. 

Prospectuses. Companies were permitted under provisional registration to issue prospectuses 
provided they registered them at the Registrar's Office; this was considered ourdensome, 
and the practice was discontinued, under the authority of the Act 10 & 11 Vict, Whit' 

marsh 17-20. 158-161 Since the discontinuance of the registration of prospectuses 

the companies issue what thev like ; frequency of these prospectuses deviating extremely 
from the original intention of the company when provisionally registered, ib. 21-26 — 
Security afforded to the public by a copy of the prospectuses being furnished to the 
registrar, ib. 162. See also Provisional itegistration. 

Provisional Registration. Observations of the Committee ution the subject of provisional 
registration ; with regard to such registration it appears tnat the law, as it now stands, 

does not afford the security which was contemplated by the Act of 1844, Rep. iii 

Remarks relative to the provisional registration of companies ; steps necessary for pro- 
curing the same; object of this description of registration, WhUmarsh 9-16 Witness 

has no discretionary power over provisional registration beyond seeing that it is in ac- 
cordance with the terms of the Act, f6. 104, 105 With regard to the formation of 

companies, every company before it is allowed to take any steps to form itself must be 
provisionally registered, and before it can enter upon its business, it mtist be completely 

re^stered, Taylor 266 ^The number of companies completely registered is about a 

third of those provisionally registered; very little importance should be attached to 

provisional registration in any way, ib. 294, 295. 436-438 Instances have occurred 

of companies which have only been provisionally registered, issuing prospectuses, and 
conducting business as insurance companies, t&. 439-44^ « 

See also Capital. Joint Stock Companies' Act, I. Prospectuses. Registered 
Companies. 

Public Funds. Witness does not consider that any decrease in the rate of interest in the 
public funds would materially affect the stability of assurance offices, JJownes 121^" 

1219 ^The repudiation of the National Debt is a possible contingency in favour of 

the expediency of a paid-up capital, Higham 2548, 2549. 

See also Capital. Investment of Capital. Paid-up Capital, 1. 

Publicy The. Remarks as to the distress occasioned by parties imprudently investing their 

money in unsound joint stock companies, WhUmarsh 238-242 Any system that 

would go to strengthen public faith in the solvency of life insurance offices would be a 

treat national benefit, Finlaison 648 ^There is a sufficient amount of information now 
efore the public, with regard to the condition of assurance societies, to enable them to 
come to a fair judgment as to the general management and condition of each society; 

2uiries are at times made for particular information, which is always supplied by the 
ces, Downes 1142-1146— Opinion that with regard to one-third of the existing 
assurance offices in London there is a feeling of want of confidence in their solvency, 
Edmonds 1440-1459— How far the amount of business transacted by an assurance 

office is any proof of the existence of public confidence, ib. 1461*1469 ^Tbe public 

have quite as much control over their interest and stake in a life assurance office as over 

their stake in a bank, Neison 2225-2230 Opinion that the public geoerally have every 

confidence in existing assurance societies, ib. 2305 How far the public take proper 

precautbns before assuring their lives in any company, RyUy 2860. 

See also Abandonment of Policies. Fraudulent Companies. Management. 

Publication of Accounts: 

1. Evidence generally with respect to the Publication of the Accounts. 

2. Remarks as to the Information to be obtained therein. 

3. How far U is possible to have a Form of Account applicable to aH 

Offices. 

1. Evidence generally with respect to the Publication of the Accounts : 

Opinion that if the system of publishing accounts is in future to be persevered in, the 

law must define more clearly what it requires, and that a greater power should be given 

to enforce whatever provisions are thought necessary for the purpose. Rep. iii, iv — -- 

Observations of the Committee as to the securities which can be afforded to the public 

by 
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PVBLICATION OF AcCOUNTS—COUtinued. 

1. Evidence generally with respect to the Publication of the Accoynt$—coaiinned^ 

by ihe publication of periodical accounts, Rep. vi, vii Rfcommendation that every 

five years, or at certain periods, an account showing the exact po«it.ion of the eompfuiy 
as to its real liabilities and assets should be returned to the Registry Office ; the prin- 
ciple bbould be made uniform, and it should be made to apply to all companies, Taylor 

332-359 Opinion that the publication of periodical accounts of the liabilities and 

assets by insurance companies would be of as great use to the offices themselves as to 

the public at large, Amell 779, 780 The public would be enabled from the accounts 

proposed to be published periodically, to draw safe conclusions, ib. 848-^52. 

If periodical accounts were made, and annual accounts given, it would give to persons 
pretty well informed upon the subject a good notion of the position of any particular 

office at any time, ilnse// 854-857 There is a growing desire on the part of the 

existing offices to make their returns more public, and less disposition to withhold from 
the public information which tliey would have objected to furnish some years ago, and 
which would enable actuaries to determine what is the true rate of mortality among 

assured lives, Ingall 1968-1973 The old offices would be very willing^ to satisfy the 

Government that they were in a sound condition, but having once done that they would 
consider it vexatious to be obliged to make an annual return, ti. 1974-1977— -With 
regard to publishing accounts, if one office be called upoti to do it all offices ought to be 
called upon ; there would be little or no objection, J<;//u;oe 2044-2047-^ — The publication 
of an account of aSs<ets and liabilities should rest with tbe discretion of the society, and 
should not be rendered imperative by Parliament, Neison 2254-2267. 2341-2344. 

No public advantage would result from each company being obliged to lodge certain 
accounts in some public office, to which the persons interested in such company might 
have easy access, Neison 2259, ^260— — A jealousy exists from the fact of recently esta- 
blished companies being compelled to publish accounts, whilst the older offices are 
exempted from doing so ; this jealousy would be be>t removed by withdrawing the obli- 
gation from the new companies, ib. 2264-2267 The published accounts of assets and 

liabilities recommended by witness should be lodged with the Registrar of Joint Stock 

Companies, Higham 2516-- Approval of Mr. Highara's suggestion that every company 

should furnish a simple statement of their assets and liabilities ; the present mode of 
compiling the accounts is not satisfactory, Hornby 2578-2580. 2588, 2589 ^The re- 
turn delivered in by Mr. Morgan before the Committee of 1844 would enable any one 
to determine the precise state of any society, Farr 3268. 

2. Remarks <is to the Information to be obtained therein ^ 

Recommendation that it should be imperative upon each company to make a complete 
investigation into its affairs at least once in five years, and that all such valuation of 

accounts should be registered in the office of the registrar. Rep, vii Statement of the 

information which should be contained in the returns from assurance offices to be made 

periodically to the Registrar's office, ib. Nature of the information which should be 

given in the proposed form of balance-sheet of the companies; how far the return should 

€nter into mmutisB of the accounts, Taylor 318-323. 332-359 The statement even of 

the receipts and payments of one year is of some value in showing the progress of the 
company, but if to that statement was appended the annual statements of the four or 
five previous years it would be an improvement, ib. 432-435—^ — An account could be 
made out by all offices, showing whether each office is in a satisfactory conditiot^ but it 
involves a difficulty as to what data it would be proper to use under the particular cir- 
cumstances oi such account, AnseU 764-766 Witli the elements of the account pro- 
posed, published periodically, it is witness's opinion that some very simple account from 
year to year, in the intermediate period, would be sufficient to show the progress of tl>e 
companies, ib. 704. 

In any account that was publislied it would be essential that the assets of the com- 
pany should be stated in such a mode as to show of what they consisted, JelUcce 2102- 

<2io6 Suggestion that every assurance company be compelled to publish a simple 

statement of its assets and liabilities, without any comments on the value of the same; 
explanation of the mcde in -which this account should be drawn up ; table produced in 
illustration thereof^ showing the value of the habilities of a hfe assurance company iR 
terms of the annual premiums, Higham 2438-2470. 251^-2525^— The offices should 
render a better form of acccMint than they do at present ; some general principles of 

guidance might be laid down on this point, Pateman 3127-3130. 3158-3162 It 

would be a great advantage to sound offices if they were compelled to publish a perfectly 

intelligible return, Fflrr 3291, 3292. 3316-3319 The annual accounts should be simple 

statements of receipts aiul expenditure as at present, and periodically there should be 
complete returns of all assets and liabilities, Colvin 3590-3612. 

3. How far it is possible to have a Form of Account applicable to all Offices : 
Opinion that no fixed form of account could be made applicable to all cases which 
would not be exposed to much evasion, or which would practically afford any real secu- 
rity. Rep. vii Some such general statement would be of much greater utility in 

enabling the public to come to some correct judgment as to the condition of an office, 
0.55. 3 I 3 tban 
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Publication of Accounts— continntd. 

3. Haw far U is posHble to have a Form of Account appKeable to all Offices — 
continued. 

than any form of account that could be adopted. Rep. vii -Recommendation that some 

prescribed form should be adopted in which the companies should return their balance 
sheets to the r^istry office ; the accounts ought to be not only in a more perfect state, 

but in a uniform state, Taylor 310, 311 IIow far it would he possible to construct an 

account which could from time to time present to the public^ or to the shareholders of an 
insurance office, a fair and systematic statement of the condition of the office, Finlaison 

580-588. 660-667 ^There would be great difficulty in laying down any general average 

rule under which accounts should be furnished by the insurance offices giving a dear 
insight into their condition ; difference of opinion among actuaries as to the rates of 
mortality, Jnseil 744-784. 

Opinion that the return of a few simple facts would be better than any stated form of 
account, viz., the total amount of the liabilities of an office, the total amount of assets, 
the amount of annual premiums, and the amount of annual expenses \ if these facts 
were given by different offices, the public would be able to form a very good idea of the 
relative safety of the several offices, In^all 1841-1848. 1883-1890 ■ In furnishing 
accounts, witness has no faith in any uniform form ; the character and nature of the 
accounts should be left to the offices themselves ; it would be possible to give some general 
features and facts as to the condition of the office, and an outline of the mode in which 

they transact their business, Jellicoe 2048-2059 Anv form of account that might be 

adopted for showing the public at once the condition of a company as to its solvency, 
would be liable to constant evasions and fraudulent statements, ib. 2099-11101— -^How 
far it would be possible to construct an account which could from time to time present 
to the public ana the shareholders a fair and systematic statement of the condition of 'the 
office, I'arren 2766-2816. 

See ako Annual Accounts. Germany. Investigation of Affairs. J(mt Stock 
Companies Act, 1. New Offices. Periodical Returns. 

Purchase of Policies. Insurance offices are frequently in the habit of buying up their 
policies ; it is a perfectly safe practice for the offices, as they never give the full value, 

Finlaison 578, 579. 690-692 Small profits made by insurance offices by the purchase 

of policies; it loses more by the loss of business, JOoumes 1107— ^^Remarks relative to 
the prices fetched by policies in the market; the price is a good deal regulatsd by what 
the office itself will ^ve for the policy, Edmonds 1443-1448. 1458-1460; Neison 

2229-22361 ^There is no common principle adopted by assurance offices with respect 

to the purchase of dropped policies ; profits arising from this source, Farren 2795-2803. 
2814-2816, ^ 

R, 

Reciprocal Fire Assurance Conqpony. One Company started by Richard Wilsdon Morris was 
the ** Reciprocal Fire Assurance ;" it was not registered, and has no deed of settlement, but 
still professed to be incorporated under the Act of 1844 > P^^ taken by witness in exposing 
the frauds of this company ; one of their policies for 600 /. handed in, Patemofi 3048- 
3050. 3055-3057. 

Reciprocal Life Assurance Company. Remarks as to the formation of the '^ Reciprocal 
life Assurance Company ;^ this company was started hj Richard Wilsdon Morris, under 
the name of G. R. Hertert Denison, and was duly registered under the Act of 1844; 
there were two branches in connexion with it, and considerable frauds were perpetrated 
by the directors ; prospectus of the company produced, Pateman 3046-3048. 

Reddish^ Mr. John. Letter fi-om Mr. John Reddish to Mr. J. Wilson, m.p., dated 28 March 
1853, stating his views with regard to the required legisUtion on assur^ce companies, 
^/?P- 849-351. 

Reduction of Premiums. It is customary for offices to reduce their rates of premiums from 
time to time, Jngall 1812 ; Farren 2723. 

^gistered Companies. Tabular statement of the insurance companies provisionally registered 
under Act 7 & 8 Vict., c. 110, in each year, from the passing of the Aet to 30 Apnl 1853. 
showing the number of these which have been completely registered, and also the number 
of completely registered companies which are still existing, the number which are dis- 
solved or abandoned, and the number which have failed to make returns during the year 
1853, -^PP' 358, 369"-^-Retum of all insurance companies provisionally registered and 
completely registered under the Acts of 7 8c 8 Vict., c. 110, and 10 & 11 Vict., c, 78, 
with the dates of their provisional and complete registration respectively, the amount of 
the capital of each, the amount of the shares into which such capital is divided, the 
amount of capital paid up, and the number and dates of the accounts registered by each 
company, so far as such particulars are contained in any returns registered by Uie said 
companies, from 1 November 1844 to 30 April 1853, **• 360-377. 

See also Number of Companies. Registration of Assurance Offices. 

Registrar 
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Registrar of Joint Stock CompanieM. Remarks of the Committee as to the Registrar's 

office, duties and powers, Bep. t, vi. Insufficient power which the existing Act confers 

upon the registrar, to give effect to the provisions of the law, Rep. vi. ; Whitmarsh, 

41-49 Thomson 865; Patetnan 3117, 31 18— —Opinion that whatever duties may be 

entrusted to that officer under any Act to be passed, it is essential that adequate powers 
should be provided to enable him to enforce any regulations that Parliament may think 

fit to enact. Rep. vi. Su^estion that there should be a separate registry of assurance 

companies; desirableness of having some public officer at the head of that registration 

thoroughly acquainted with the busmess of life assurance, Ansell 858 Nature of the 

duties that might be performed by this officer; the want of such an officer seems to have 

been felt by the present registrar, ib. It would be an improvement if a full return 

was annunliy made by the registrar to Parliament of all returns made to him ; Parliament 
should call for a return from the Registrar of Joint Stock Companies, of every document 

and paper registered since the Act of 1844 came into operation, t6. It would be a great 

improvement to the present Act if the registrar had power, in case of undue practices by 
any Company, to interfere either by advertising the public of the fact, or in some way to 
stop the business of the office, Pateman 3179, 3180. 

See also Balance Sheets^ 1. Deeds of Settlement. Penalties. Policies. 

Publication of Accounts^ 1. 

Registration of Assurance Offices. Observations of the Committee as to the registration of 

existing assurance offices, Rep. v^ vi. Opinion that it would be highly advantageous 

to all parties if all companies, buth those existing and those that may in future be formed, 

could be placed under one general system of registration, ib. vi. In accomplishing 

this, the Committee recommend that the requirements for registration, as regards existing 
companies, should be as simple as possible, but that whatever periodical returns may be 

deemed necessary, should be the same as regards all companies whatever, ib. Opinion 

that the public cferive great advantage and security from the registration under the Act 
of 1844, although there is a great defect in the state of the law, Whitmarsh 224*228. 
See also Board of Trade. Complete Registration. Joint Stock Companies Act. 
Mutual Offices. Provisional Registration. Shareholders. 

Remuneration of Officers. Suggestion that the Registrar should have power to reject those 
clauses in the deed of settlement which provide that certain persons shall be managers 
and officers, and that they shall receive certain salaries, Pateman 3135-3153 Justifi- 
cation of those clauses in the deeds of settlement of assurance offices which provide for 
the payment of a certain rate of remuneration to the managers, Robertson 3547^ 3548* 

Reserve Fund. Proportion of the premiums on existing policies which should be retained as a 
safe reserve, Ingall 191 9-1 991 • See also JExpenditure^ 1. 

Responsibility of Partners. Objections to the responsibility of the partners in a joint stock 
life assurance office ceasing after three years, as provided by the 66th section of the Re- 
gistration Act, Thomson 8()8. See also Limited Liability. Unlimited Liability. 

Returns: 

1. Assurance Offices. 

2. Friendly Societies. 

1. Assurance Offices: 

Under the Registration Act, there are returns to be made to the Register-office, as long 
as each company continues in existence, Taylor 266~— Nature of these returns, ib. 279, 
280— -»The accounts of assurance offices returned to the Registrar of Joint Stock Com- 
panies are very imperfect for many objects ; still they convey sufficient information to 
enable persons to form an opinion as to the soundness or unsoundness of the institutions 
to whicn the accounts particularly refer, Ansell 704-725 Recommendation of the pre- 
paration of the accounts in the form adopted by the Equitable Society, and mentioned in 
the Report of the Committee of 1844, Higham 2518-2520 Circumstance of the Re- 
gistration-office refusing to give a voucher lor the receipt of certain returns lodged with 

them, Colvin 2899-2902 Correction of a statement by Mr. Colvin that the Kegistra- 

tion-office refused to give receipts for any papers or returns lodged therein by assurance 
companies, on the ground that they were not required to do so by Act of Parliament, 

Pateman 3181 Admission by witness that he was under a misapprehension in stating 

that the Registrar's office habitually refused to give vouchers for documents returned 
thereto by assurance companies, Colvin 3447, 3440. 

2. Friendly Societies: 

Nature of the returns annually made by friendly societies to the Registrar, of the 
management of their business ; separate accounts are kept of the business with reference 
to life assurance, and of the payments made to members for sickness, Pra^^ 512-515 

Sufficiency of the present Act with regard to the returns made by friendly societies, 

as those now made afford ample means of obtaining any information required, ib. 561. 
See also Accounts. Annual Accounts. Balance Sheets. False Returns. In^ 
spection of Returns. Periodical Returns. Policies. Publication of Accounts. 
Registrar of Joint Stock Companies. 
0.55. 3 1 4 Reversions. 
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Reversion. There is no difference of opinion between actuaries as to the valuation of 
reversions, Anseli 845-847. 

Bisks. Witness considers that a valuation, upon just principles, of the outstanding risks 
would be a material part of an account of every assurance office ; manner in which this 

valuation should be arrived at, Anseli 808, 809 It would require a very large and 

costly Government department to check the value of all the outstanding risks, ti. 810 

Opinion that it would be very difficult to agree upon any principle upon which 

every assurance office should value its outstanding risks, ib, 812— ■ In testing the pro- 
bable prosperity of an office, it would be advisable to compare the value of the out- 
standing risk OT the present year with the value of the outstanding risk at the end of the 

immediately preceding year, 16.820, 821 Witness does not consider that a considerable 

influx of young lives mto an office would not alter the view of the prosperity of the institu- 
tion, as every msurance brings its own responsibilities, ib. 823, 824 — —Evidence to the 
effect that, under the most careful computations based on averages, a state of circumstances 
may arise so disadvantageous to an assurance office as to require more than any ordinarily 
computed premium would cover, i^^crreji 2622-2624« 2627-2640. 2649-2673 —Prudent 
resolution adopted by some young offices of limiting to moderate terms the risks they will 
undertake on a single life^ ib. 2654-2661.- See also Limited Liability^ Scotland. 

Robertson, Alexander. (Analysis of his Evidence.) — Is connected with the Indisputable 
Life Policy Company, 3396-^— The Act of 1844 has had a very hurtful effect, inasmuch 
as it gives a false credit to assurance offices, and facilitates the establishment of fraudu- 
lent companies, 3397-3406 Objections to the proposal that each office should have a 

certain amount of paid-up capital as a security for the assured, 3407-3411. 3441-3446 
<^— A paid-up capital is totally inconsistent with the principles of mutual assurance, 
and those principles are the purest and best that can be devised, 34o8'<^*— Almost all 
mutual companies subscribe voluntarily a certain capital, but they should not be com- 
pelled to do so compulsorily by Act of Parliament, 3409-3411, 3418-3423— —Remarks 
on the expenditure of mutual and proprietary offices; the expenses under the mutual 
system should be much less than under the proprietary system, 3412-3415^ 

Under all mutual offices, except the Equitable, the funds are alone responsible for 

claims; the parties assured are not liable, 3416.3434-3427 Provision for guaran^ 

teeing claims made by the directors of the Indisputable Office, 3420-3423— ^-Life 
assurance is very mucn extending among the humbler classes of society ; objection to 
freehold societies as checking its increase, 3428-3433— Observations relative to the 
principles on which the balance-sheet should be prepared, and a proper valuation of assets 
determined, 3434-3437. 3439) 3440 — -Opinion that too large a return is given by the 
offices for lapsed policies, 3438 -— T he inexpediency of a paid-up capital is shown by 
the fact that the '^ Independent West Middlesex Company,'' which was a fraudulent 
office, bad a capital of lOfiooL in the Bank of England, 3^41-3446. 

[Second Examination.]— Statement of further objections to tho Act of 1844; 

3449 et $ea. Inconsistent character of the Act with respect to the provision that 

the assurea parties shall be described as shareholders; evasion of tnis clause by 
directors advancing small sums so as to make their offices proprietary, 3451-3453 

Assurance companies should be relieved from the inconvenience of sending an 

account to the Registration-office of the names of all the members assured, 3455-3461 
Hardship upon mutual companies of the clause which provides that no shareholder 
shall be entitled to receive dividends or profits, 8ic., until he shall have executed the 
deed of settlement, 3461-3470. 

Evidence to the effect that considerable mischief arises from the prestige given to 
assurance offices registering under the Act, and being connected with rnendly societies ; 
misapprehension of the public with regard to the security offered by a friendly society 

which is, at the same time, an assurance company, 3471-3497 Inconsistency of 

having a guarantee capital in a mutual assurance office, 3499-^ — Definition of a mutual 
office ; advantage to the assured in all the profits being divided amongst them, 3500-3505 

n Remarks on the management of mutual offices as contributing much towards their 

success; different principles of management adopted in proprietary offices ; advantages 

of the assured having tne control of their own affairs, 3505-3534- It is scarcely 

possible that losses could fall on a mutual office so as to affect only the last claimants on 
the society, 3506-3510. 3619-3534- 

Remarks as to the proper course to be pursued by a company whose annual expenses 
may, for a period, be larger than the amount derived from their premiums ; the assured 

may be perfectly safe under such contingency of affairs, 3535-3546 It would be very 

expedient that the proprietors might periodically inspect the proceedings of the com- 
pany so as to judge of their own security; the directors should also answer fairly and 
nonestly everjr question that may be asked upon the condition of the office, 3539-3545 

Justification of those clauses in the deeds of settlement of assurance offices, which 

provide for the payment of a certain rate of remuneration to the managers, 3547, 3548. 

flock Life Assurance Company. Statement of the receipts and disbursements of the Rock 
}Ak Assurance Company for the half-year endipg 30 June, 1851, App. 394, 395. 

Royal 
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It^port, iSst^ss—comimed. 

Royal Exehang^ Assurance Offiee. The Royal Exchange is a proprietary ofllee> but acts 

on the system of returning a portion of the profits to the assured, Higkam 2362 

It was established in 1720, and is a sea, fire, and life assurance office, each of those 

branches being kept qoite distinct, ib. 2363-2369 It is the oldest in England, except 

the Amicable, ib. 2536, 2537 The three branches of sea, fire, and life assurance being 

nnder taken by the company, are a security to the public, rather than otherwise, as the same 
machinery is sufficient tor me working expenses of the three departments, ib. 2539^ ^64^ 
^The sea assurance branch of the office was, till lately, a loss to tliem; it is now pro- 
fitable, ib. 2541 ^Two thirds of the profits on all the life business of the office is 

returned to Ae assured, xb. 2542 The company use Davis's tables of mortality, founded 

on the experience of the Equitable Society, %b. 2543- Rate of interest assumed by the 

company lu calculations for the improvement of capital, ib. 2544, 2545— —The paid-up 
capital of the office is a little under 700,000 /., ib. 2£46— - — ^Though none of the paid-up 
capital has been spent in the payment of losses. Sec,, there are still certain special contin- 
gencies which ought to be provided against, ib. 2547-2549. 

Ryleyf Edward. (Analysis of his Evidencew)— Consulting actuary to several assurance 

offices, 2818, 2819 Parliamentary legislation on the subject of assurance societies has 

been productive of great mischief, 2820— —The operations of the Joint Stock Act have 
brought into existence a vast number of assurance offices and banks which, without it, 
would never have been established ; if these institutions should fail, Parliament is morally 

responsible for the losses of the shareholders, 2820. 2884, 2885 Many persons have 

been ruined by trusting too much to friendly societies, under the belief that they were 

under the protection of Parliament^ 2820. 2886 If Parliament could devise a lest of 

the soundness of each assurance office, great benefits would result, 2820, 2821. 

Objections to the suggestion that every office should start with a paid-up capital, 2821- 

2826 It would be very unreasonable to require every mutual office to furnish a 

capital, or to lod^ a guarantee fund with Government as security for its good faith, 

2821-2826 ^The mutual assurance system has all authority and opinion in its. favour, 

2822 ^A paid-up capital is by no means essential to the security of a mutual office, 

2823-2826 Statement of objections to the proposal that there should be a Govern- 
ment actuary to certify tlie correctness of the valuation of each office, 2826 et seq. 

Calculations by three different offices under similar circumstances, coming to very dif- 
ferent results, and proving that actuaries are greatly at variance with respect to the 
principles on which a valuation of assets and liabilities should be worked out; paper 
on the subject delivered in, 2826-2852. 2869*2875. 2887 Remarks showing that it is 

3uite impossible to devise any test to convince the public of the solvency or general con- 
ition of an office, 2853-2859. 

Circumstance of some offices charging 3 /«, and others only 2 /. annual premium, for 

insuring 100 il at the age of thirty* 2853«*2859 The public are much more favourable 

towards those offices which charge a high rate of premium, than towards those that 

charge a seemingly small or insufficient premium, 2854 How far the public td^e 

proper precautions, before assuring their lives in any company, 2860 The community 

at large would be much safer without any Government interference whatsoever^ 2861. 
2887— —Suggestion that every company should return to Parliament, on its own respon- 
sibility, an annual account of all receipts and expenditure, and a further account of its 
assets and liabilities ; the public would soon derive much benefit from an examination of 
the relative merits of these returns, which should be i'ramed as simply as possible, 2861- 
^883. 

a 

Sontre Fire and Life Assurance Company. Failure of the'' Sceptre Fire and life Assurance 
Company," out of which two new offices have arisen, Paieman 3087. 

Stotland. In Scotland the usual rate of interest at which risks are computed is three per 
cent., Thomson 937. 1070- — -Particulars relative to the meetings of a considerable 
number of important offices in Scotland with reference to the contemplated amendment of 
the law regarding life assurance associations ; co{>y of the resolutions agreed to, Jellicoe 
2060-2070— ^In those resolutions they agree with the Institute of Actuaries, ib. 2063- 
S(o66 — --Statement of the views entertained by managers of life assurance offices in 
Scotland with reference to the contemplated amendment of the law regarding life assu- 
rance associations, App. 379-381* 
See also Auditors. Investment of Capital. 

Sea, tire, Ufe Assurance Society. Evidence as to the formation, career, and winding-up of 
the ** Sea, Fire, Life Assurance Society ;" this society was projected by AugustusColling- 
ridge and two or three others ; part taken by witness in exposing it through the ^' Post 
Magazine," the first call to meet the liabilities amounts to 120,000 f., Pateman 2992-3027 
Prospectus of the society, App. 386-390. 
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Report, 1852-53 — continued. 

Security of the Public. See Ouarantee Fund. Mutual Offices. Paid-up Capital. 
Public, The. Publication of Accounts. 

Shareholders. Opinion that the requirement of the law, that the members of mutaaT assu- 
rance societies should be registered, is of no real utility to the public or the assured, 
^'hile it is both expensive and troublesome ; and that all the objects of the law would be 
answered by a registration of the directors and other officers of such societies, Rep. vi 
-^ — All the subscribers are registered in the Registrar's office; this condition of the Act 
must be complied with, as the parties would have no title to their shares without their 

being registered, Whitmarsh 61-65 ^The names of all assurers in a mutual office 

should be registered as subscribers, ib. 140-151 Objection made by certain mutual 

assurance offices to registering half-yearly the names of their new members on account 
of the expense ; relief afforded by the Treasury to those offices, by reducing the amount 
of the fee for registration of new members, 16. 140-151. 229-233. 

Judging from the list of shareholders in companies registered, and the very large 
amount of liability that seems to be taken by persons in very inferior stations in life, it 

. would be advisable to make a regulation to the effect that no person should be allowed to 
set up as a partner in an assurance association, uho could not pay up at least 50 Z., 

whatever the amount of his shares might be, Ansell 797. 802 The books of a company 

should be open at all times to the shareholders without the matter being subject, as at 

present, to the deed of settlement or to any bye law, Pateman 3157 Inconsistent 

character of the Act with respect to the provision that the assured parties shall be 
dsscribed as shareholders ; evasion of this clause by directors advancing small sums, so as 
to make their offices proprietary, Robertson 3451-3453 — — Assurance companies should 
be relieved from the inconvenience of sending an account to the registration office of the 

names of all the members assured, ib. 3455-3461 Hardship upon mutual companies- 

of the clause which provides that no shareholder shall be entitled to receive dividends or 
profits until he shall have executed the deed of settlement, i6. 3461-3470. 

See also Accounts. Auditors. Deeds of Settlement. Directors. Frauds.^ 
Paid-up Capital, 1. 

Shares. Objections to the establishment of joint stock companies with shares of lower 
amount than 5 /. ; immense number of companies now established at i /. shares, Whit-^ 
marsh 236-239. 

Solicitors to Assurance Companies. Observations afv to the duties performed by the 
solicitors to assurance offices ; the duties of the solicitor are of a totally different kind to 
those of the actuary ; advice given by the solicitor in cases of loans made on mortgages^ 
&c., Jellicoe 2 1 70-2 1 90. » 

Solvency of Companies. Statement of the Committee that the general condition of the 
existing companies is more satisfactory than they had been led to believe before they 

entered upon their inquiry. Rep. iv Opinion that a company cannot be considered 

successful that is not solvent at any given time ; a society snould always be possessed 
of sufficient funds to meet all its policies and leave off business without a deficiency, 
Finlaison 5^6 ; Brown 1644-1673— —There is no reason to doubt the solvency and 
honesty of insurance offices ; there is no danger whatever of contemplated fraud. Pin- 
hison 620-628— —A very large proportion of the offices act on very sound and safe 
principles, Ansell 781, 782 ; Ingall 1825 In order to speak positively as to the con- 
dition of an office, witness would require a statement of the ordinary assurances, with 
the premiums payable upon them at different ages, distinguishing the cases of special 
rifik; those particulars would enable him to give an opinion of the solvency or insol- 
vency of the office, Ingall 1784-1793 If Parliament could devise a test of the 

soundness of each assurance office, great benefits would result, Ryley 2820, 2821 

Remarks showing that it is quite impossible to devise any test to convince the publie 
of the solvency or general condition of an office, ib. 2853-2859 With a few excep- 
tions, all the offices m the country are at present in a sound condition, Farr 3244-3248. 

See also Insolvent Offices. Investigation of Affairs. Public Funds. Publica- 
tion of Accounts. VaiucUion of Assets. 

Speculative Companies. Statement of the number of companies that have aprplied for pro- 
visional and complete registration in each year from 1844 to 1853, showing the number 
that have not proceeded further than provisional registration, Whitmarsh 80-84 
Witness infers that those companies which have only been provisionaily registered, and 
not completely registered, have been speculative attempts to get up life assurance com- 
panies, ib. 85, 86 Means by which, without unduly repressing competition, or unduly 

interfering with the formation of new offices, the public might be secured in the forma- 
tion of new offices against purely speculative concerns which end unfavourably, Ansell 

795 The Act of 1844 has failed in placing a oroper check to the establishment <rf 

assurance offices conducted by incompetent or dishonest persons, Farren 2674-2678, 

See also Bubble Companies. Fraudulent Companies. 
Surplus Profits. S( e Bonuses. 
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Tables. Reference to the tables for sickness «ncl mortality now in courop of constnu lion 
by Mr. Finlaison ; the intentioQ is that they should be printed and circulated all over ihe 
kingdom, which will He the best way to lead Uie friendly tMicietie* to ado|»i tlio**' Uibles, 

Pratt 522-524 Obseuvations as to tht tables in use by insurance offices, Finlaison 

641; Ansell 749-782; Edmonds 1231-1233; JelUcoe 2152-2156; tarren 2690-2698. 

2721,2722 ^The Carlisle tables have only lately come mto operation, formerly it 

was the Noithampton toble that was adopted, which was much mora bfneficial. Fin- 

laison 641 Difference between witness's tables of mortality and the Cai liste tables, 

ib. 662-665 How far it would be possible to enforce the use of but one »et of 

tables for their calculations; whether any advantage would re«iilt therefrom, AnseU 

749-782 Tnble of mortality that witness would recommend, if the Government 

wisl^ed to make out a model table ; grounds of complaint a«iainst the Northampton and 
Carlisle tables, Edmonds 1403-1406. 1427. 1504-1506 There is no table of mor- 
tality that can be applicable to assurance offices with re2:ard to age alone ; it must regard 

alsu the time for which a person has been a member, Edmonds 1424, 1425 Remarks 

on ttie construction of life tables, compiled from census returns, for the purposes of life 
assuiance; new tables aie now being prepared under the direction of wuness, Farr 

3222-3224 The older offices are now usiiiji correct t.»ble>, and great advantage would 

result if the later societies did likewise, iB. 3315* 33^6. 

See also Garfish Tables. Friendly. Societies, Liabilities. Morialityy 2. 

Northampton Tables. Prendmas. 

Taylor, George. (Analysis of his Evidence.) — Assistant Registrar of Joint Stock Companies, 

263,264 Stattemeni of the most important provisions of the registraiion of Joint Stock 

C6ra|jaiites Act of 1844 ,- there har^ been no difficulty in carrying ihe rule« thereby esfia- 

blisked into execution, 265-267 Wirh regard 10 the foimation of companiei^, every 

company, before it is ullowed to tale any steps to form itself, must be provisionally regis- 
tered ; and before it can enter upon its business, it must be completely registered, 266 

Under the Registration Act, there are returns to be nsarfe to the Register Office, as long as 
the company ccmtinues in exsttnce, 266 The rules connected with complete regis- 
tration are easily evadted ; illustration of this with res^ard to the provisions of the Act, that 
the deed of settlement mast he exeeuted by subscribers holding one-f»»unli of the capital 

ol* the company, 267-278 That stipuhition of the Act is not sufficient to secure the 

bomafiie chMOcter of the eonjNiny, 275. 

Remarks relative to companies obtaining an increase of capital ; the companies are 
TeqoiTed simply to make a return of the fact to the Registry-office ; they d<» not come to 

the office for authority to increase their capital, 271-278. 281-283 Nature of the 

returna refurirt'd to be madte by all companies to the Registry-office, 279^280 Joint 

stock companies have no power to change rheir name after complete registration ; ihis has 
been decidett by the Couvi of Queen's Bench ; they can only change their nam^ by an 

Acteif Pwrlkraient, 284-289 Statement of the total number of joint stock companies 

completely registered under tile Act of 1844^ showing the number dissolved aiul ilie 

number actually in existence at the present time, 290-293. 445-455 The number of 

contfMMiies roiuptrtely Ktgieteved ie nbovt » tbM of these pvovtsionaliy registered ; very 
little importance shMlil be attaebtd to provistohal registiracion in any way, 294, 295. 
4a6-438- 

Observatitms as to the balance-sheets returned to the Registry-office ; many of th[ese 
feftlance-sfaeets are very nnsatisfactory ; some companies negteet to make these retuijns, 
and there is no means of compelfing them to furnish them to the office, 296-309-^ — 
Recontitiendafion that some prescribed f<>nn should be adopted in which the, companies 
slK>eld retmm their balanee-sheetv to the Registry-office; the accoonts ought to be pot 

onJy in a more perfect state, but in a uniform state, 310, 31 1 Opinion that in the c?ise 

of ineurance GtMEnpaiue» it wotttd be rather hazardous to insist upon a valuation of the 
assets firom the peculiar char a cter of* the business of an insurance company ; it would be 
attended with considerable troiAleand expense to have an exact annual valuation of ^he 
assets of an insurance company, 31 2-31 7-^ — Nature of the itiformatioa whicti should be 
given in the proposed fi^pni of balance»shet-t of the coupaniea; bow far the return sbouM 
enter into mioutise of the aefouBl#, 3^8*323^ 332-:3<&9* > 

Observalioas with respect ta the cksaoCpcrarMiewko oag^te be appointed as auditors 
of ihe coaspaniea; objeetien to appokilmg.alMurehakiecs of ^le coaspany to be auditors; 

suggestion thai proftasimMil audtooia sfeanki be eaiployed, 304*33 k 360-366 Recom- 

meudatieii thaH aver; five y«un^ or ai crnain periods, an aceomt, ahowiiig the exact posi- 
tion of the camipaay at to iss ical liabilities and aaaeta, ilioutd be petmmed te the Re^istry- 
offiee;. the priacifile should be made amlibfiay tad it shoald be aMM|e tc^ apply to al4 com- 
F^^D^f 33»"3gt^?~^Hafiyilinn riM btibre the cempfete iwistratioii of insttrance com^ 
panics, it should be required that a certain proportion of the capitaf shoeM be paid 
up and deposited, 3167, ei seq. 987-402. 43P— «<-if |be n^^isjty fer raising a turther 

b.55. 3 L * amount 
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Taylor, George. (Analysis of liis Evidence) — continued, 

amount of capital after the company is formed could possibly be avoided^ it would be 
desirable, 371. 

It should be compulsory upon the companies to provide a guarantee fund, which should 
be deposited in the bank in the name of the company, and it should be fenced with pro- 
visions that any aittempi to have a mere illusory payment should be punishable us a mis- 

demeanour, 371-381 Suggested improvements in the Act of 1844 for preserving 

uniformity in the constitutionof the companies, and also for diminishing the expense of 

their formation, 382 AI! the provisions of a merely general character which are usually 

inserted in the deeds by which the comimnies are constituted should be thrown into an Act 

of Parliament, on the'piinciple of \he Companies Clauses Consolidation Act, 382-384 

Insafficiency of the present means of enforcing; the provision.^ of the Act of 1844; 
provisions of penalties by an Act of Parliament without adequate means of enforcing 
them are of doubtful utility, 385. 

Suggestion that it should be mnde imperative upon the Registrar of Joint Stock Com* 
panics to make a periodical report to the Board of Trade of all cases in which penalties 
had been incurred, and that the Board should have power to direct him, to take the 
necessary steps for recovering the penalties or otherwise enforcing the things omitted to 

be done, 385, 386* Although witness does not consider a capital necessary for a life 

assurance company, still as a matter of prudence it is desirable to have a guarantee fund 
to meet incidental losses, 395-402 ^There has been but one deed of settlement rois- 
tered of a mutual assurance company with a provision confining the claimamt under a 
policy to the fund which may be in hand at the time when the policy becomes a claim; 
how lar such provision is inconsistent with the principle of inuiual insurance, 403-405. 

It would not be desirable that in the deed of a mutual company there should be a 
covenant (or the unlimited liability of every partner to make good the claims upon the 

company, 407-410 Instances have occurred in which claimants upon a mutual 

assurance oflSce have failed to secure the payment of their claims, 411-419 Opinion 

that special stipulations contained in policies limiting the liability of the company should 
be declared illegal, 419 Provided a clause was inserted in a deed, establishing a pro- 
prietary company, limiting the liability of the company, it would be struck out by the 

Registrar,420 Opinion that special provision limiting the liability in a mutual insurance 

company is inconsistent with the fundamental principle of mutual insurance, 421-423 
——There are very few societies in existence with unlimited liabiUty, 424, 425, 

Life assurance companies should be recognised by law only on the terms of their giving 
an absolute guarantee to the persons who assure their lives, for the amount of the |H>licies, 
426, 427— —Opinion that all assurance companies should be required by law to provide 
a guarantee fund of 10,000 /. ; that sum would be practically sufiicient, 428, 429-- — ^The 
statement even ol' the receipts and payments of one year, is of some value in showing the 
progress of the company ; but if to the statement was appended the annual statements of 

the four or five previous years it would be an improvement, 432-435 Instances have 

occurred of companies which have only been provisionally registered issuing prospectuses,. 

and conducting business as insurance companies 439-444 Opinion that ttie Joint 

Stock Registration Act requires amendment in reference to assurance societies, 456-459. 

Statement that frauds have been perpetrated upon the public in connexion with assu- 
rance companies which call loudly for the aniendment of the Act in reference to them, 

457, 458 In the event of the issue of a policy previously 10 complete registration, the 

legal remedy of the insured would be affected, as such policy would not give a good 
claim against the company, 460-463. 486 Grounds for the opinion that it is neces- 
sary that all insurance companies should have a guarantee fund ; there is not the same 
danger to the security of the public from other companies, as well as life insurance codk 

panics, not having some guarantee fund provided and paid up, 466-476 Remarks 

with respect to the insurance companies that have been dissolved ; opinion that the large 

majority of those companies never were trustworthy, 477-485- 492,493 Frequency 

of the same parties being repeatedly engaged as the promoters of insurance companies ; 
there are some persons who act as a sort of traders in the formation of insurance com- 
panies, or companies of a particular kind, 489. 

Thomson, Wiiliatn Thomas. (Analysis of his Evidence.) — Actuary ; manager of the 
Standard Life Assurance Company and of the Colonial Life Assurance Company; they 

are both Scotch offices, 860-862 ^The Act of 1844 i^ incomplete in many respecU^ 

and has not worked efficiently, 863 ei «0g.~— Incouipleteness of the Act of 1844 in 
the absence of any provision as to the amount of capital to be paid up, and the 

want of sufficient provision as to stctck and shares generally, 865 The Act it income 

plete from the absence of sufficient power in the hands of the Registrar to require 
returns and inflict penalties, 865 Absence of my proviaiofi in the Act as to the par- 
ticular kind of balance-sheets, and want of distinction between ordmary and investiga- 
tion balance sheets, 865. 
Wantof a proper Government officer practically acquainted with the constitution and 
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Report, 1852-53 — continued. 

ThomsoH, WUUam I^mat. (Analysis of his Evideiice>^coiitin»ed. 

the practice of life assurance societiesi and the principles upon which they proceed, and 
consequent want of proner information on the part oF the Uovemment as to the progress 

of these institutions, 805-867 Objections to the responsibility of the partners in a 

joint stock life assurance office ceasing after three years, as provided by the 66th 
section of the Registration Act, 868 — —Suggestion that a separate Act should be applied 
for, applicable exclusively to the registration of assurance associations, 869, 870. 996 
Some paid-up capital, both in the case of proprietary and muttial offices, is abso- 
lutely necessary for tlie purpose of defraying the preliminary expenses and early con- 
tingencies of the office, 870-88I No new assurance office should he allowed to 

commence business without depositing 1 0,000 Z. with the Government as a guarantee 
fund, 870-881. 1000-1008. 

Unsatisfactory and unintelligible nature of the present balance sheets registered by the 
offices; form in which witness would suggest these balance sheets should be made, 882* 

895 Evidence generally as to the practice wiih legard to assurance offices in the 

United States ; Acts of the State of New York in rekiion to companies transacting 

the business of life insurance, 896 et teq. 990-994 In the United States insurance 

officer are required to deposit about 25,000/. with the Government, 898. 905-908. 
1018 — — Itemarks relative to the office of comptroller of insurance companies in the 
United States ; nature of this office, and powers posses»ed by the comptroller, 898- 

904 Opinion that the annual balance sheet to be furnished by the offices sliould 

not be open to the public, but confined to the knowledge of tiie auditor and tiie Govern- 
ment, 909,910. 

Proposal that the periodical investigation balance sheets should be accessible to the 

pubHc in the same manner that the balance-sheets ai*e under the present Act, 911 

Opinion that a common form for a periodical investigation balance sheet might be 
adopted, such as would not throw any material impediment in the way of the different 
offices, although using different data in making out a balance sheet in a satisfactory way, 

911-915* 995-999 ^The balance sheet shoiild be in such a form as to show the result 

in each office according to its own way of estimating, valuing, and stating its accounts, 
915— ^Opimon that me valuations of the life assurance institutions of this country of 
any standing are made in such a manner as may be depetided upon, notwithstanding the 
data may vary, 916-918. 

Nature of the information witness proposes should be contained in the periodical 
balance sheet ; if these balance sheets were recoided in the form proposed, it would not 
be difficult to ascertain whether the office was continuing to proceed on a sound basis or 

not, 919-930. 997-999 Objection to the valuation and exhibition in the balance sheet 

-of the difference between the net and gross premiums, 923 Considerable extent to 

which the Northampton Tables are used ; these tables are known to be very much above 
the actual risk, 928-930— —The offices of which witness is manager would not object to 

furnish such periodical accounts as he proposes, 931-936 In Scotland the usual rate 

of interest at which risks are computed is 3 per cent., 937-1070 Observations as to 

the assets of insurance companies; the investment of the capital is an important feature 
in the character of the assets, 941-948. 

Remarks relative to the act passed in India in 1850, with regard to the management of 
joint stock companies ; one provision of this Act, called an adjudication of forfeiture, 

is worthy of being imitated, 949, 950 Recommendation for the appointment of a 

Government officer, who should not interfere with the mode in which the Company carry 
on its business, but simply so as to test the accuracy of the periodical balance sheets ; 
nature of the powers to be given to this officer, 951-967 Suggestion for the appoint- 
ment of a professional auditor for every office to examine the ordmary accounts annually, 
and to report to general meetini>s of the shareholders ; such reports to be put on record 

along with the annual balance sheet, 968-986 Particulars with respect to the duties 

performed by the professional auditor attached to all Scotch assurance offices, 973-985. 

Remarks with reference to the borrowing of money by life assurance companies ; a 
minimum sum should be fixtd, below which they should not be allowed to take up money, 

987, 988 Proposed form of ordinary balance sheet, which should be deposited with tlie 

Government officer, but siiould not be made public, 989 Prop05e«l form of investiga- 
tion balance sheet, wiiich should be recorded with the Government officer ; this should be 

accessible to the public, 989 The Legislature should not interfere to regulate the ratios 

of premium, except to such extent as the proposed Government officer might think 
necessary to interfere, 1009-1017. 

Grounds on which witness objects to the annual publication of the accounts of young 
offices; the expenses are very large in proportion to the premiums, and the public might 

suppose them in an unsound state, 1019-1034 ^There are many offices established 

since 1844, which uitiiess considers in an unsound state, and of which it would be better 

to wind up the bffiiirs, 1035-1048 Observations with respect to assurance companies 

disposing of their business, and transferring it to other offices ; instances have been known 
of companies handing over their business, and having to pay a balance of losses out of 

0.55. 3 L 2 their 
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Thomson, WUliom Thomm$. (AimhMus^iftis Evtdeiice)-*-«oiflmuarf* 

their capital, 1041. io49^io6>— ---Opmioii that Gto vern m c tii i4ieirid interfere to prevent 
the risk run by persons joining mutual assurance iristitotions, without knowing anything 
of their constitution and management, 1053-1065. 

Remarks relative to the appointment of the accountant-general of the Court of Session > 
nature of his duties ; the appointment of this officer has been very beneficial, 1066-1069 
— — Observations with respect to the rate of interest received by the assurance companies 
in Scotland on their capital ; the highest rate has been five and the lowest three and a 

half per cent., 1070-1083 ^Statement of the rates of interest on landed security received 

by the trustees ot the fund for a provision for the widows and children of the niinisters of 
the churchy and of the heads^ principals, and masters of the universities of Scotland^ 

1074 Statement of the rates of interest on the loans on landed security made by the 

trustees of the writers to the Sijoinet Widows' Fund, 1074 Explanation with reference 

tri the difference between ordinary atid investigation balance sneets ; annual balance 
sheets without an investigation, cannot show the real state of a company's c^irs, 1064 
— -^The statements put cm record under the present Joint Stock Companies' Act are not 
balance-sheets, but statements c»f recei)>tfi and disbursements only, 1084. 

Title Deeds, Witness is opposed to the sugi^estion that the companies might deposit 
their title deeds with a public officer, as a guarantee for good faith, in lieu of their 
depositing a certain sum of money, Highutn 2473-2475. 

Tontine Assurance Office, One of the new offices, •* The Tontine," is now winding up in the 
Court of Chancery ; a paid-up capital of 4^500 /. has been exhausted, and a call has been 
made of 1 /. 75. per Khare ; nearly all the policies have been transferred to another office, 
PcUeman i^OQO. 3092-3102. 

Transfer of Business. Observations with respect to assurance companies disposing of their 
business and transferring it to other offices, Thomson 1041. 1049-1062; Edmonds 1261, 

1262 ; Neison 2307-2317 Instances have been known of companies handing over their 

business, sind having to pay a balance of losses out of their capital, Thomson 1041. 1049- 
J 062— Remark relative t<> offices that do not pay for transferring their business to other 

assurance companies, Downes 1148, 1149 There has been no transfer of business 

from fraudulent offices to hon& fide ones, otherwise the assured would not have been 



sufferers, Pateman 3065-3067. 



U. 



United Kingdom Cattle Assurance Company. There are claims still existing to the amount 
of 20,000 /. against the United Kingdom Cattle Assuianee Company, Patmisan 3087. 

United Mutual Mining and General Life Assurance Society. The United TMutual Mining 
and General Life Assurance Society was established* in 1849, under the new Act, Cobnn 

2890, 2891 The United Mutual Mining Office was not one of those projected by 

Mr. Allied Burt, ib. 3625, 3626. 

United States. In the United States, insurance offices are required to deposit about 25*000 L 

with the Government, Thomson 898. 905-908. 1018 Remarks relative to the office of 

Comptroller of Insuiance Companies in the United Slates; nature of this office, and 
poweis possessed by the comptroller, ib. 898-904. See also New York. 

Universal Life and Fire Insurrtnce Company. Within the last six months an office called 
** The Universal Life and Fire Insurance Company,*' was started by a person calling 
himself Sir John William Dixon; prevention of the frauds attempted through means of 
this office, Pateman 3079-3081. 

University Life Jesurance Company. General cash accoimt of the University Life Assu- 
rance Society fur the year ending i May iS^ifApp. 384-386. 

Unlimited Liability . It would not be desirable that in the deed of a mutual company there 
should be a covenant f«>r the unlimited liability of every partner to make good ike claims 
upon the company, Taylor 407-410— —There are very few societies in existence with 
unlimited liability, ib, 424, 425. 

Sec also Proprietary Offices. Responsibility of Partners. 

V. 

Valuation of Assets. Opinion that in the c^ise of insurance companies it would be rather 
hazardous to insist upon a valuation of the assets, from the peculiar character of the 
business ; it would be attended with considerable trouble and expense to have an exact 

annual valuation of the assets, Taylor 312-317 ^The principle of insurance is extremely 

simple; there is no difficulty whatever in determining the actual condition of an office 

at 
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Valuation of Asseti^-^ontinned. 
at any o^iven thne, if -provision i& made be(brdiand for a valuation ; nature 4Bi ihie ^na- 
tion, Fmlaimm 569*577— —Iti makii^ a -valuation, one of the vwt eflseotial ^kmonts 
wonld be the character of ihe securities wliibh represent the aocunmkted capital, ib. 

612, 613 In calcahiting .the condition of an office, the cafe with-which Irves nve been 

taken is an nDnportant element, ib. 614-617— -Observations as to the several dements 
to be taken into calculation, with a view of making a v^ation ef the oflbses^and avrivine 
at UuBir condition as to solvency ; diffieolties of arriving at any satisfietotory .ffasMlty^ii^a 
745-784* 8i3-*S34. 

Opinion that sufficient information would be acquired by making periodical valuations 
and watching the accounts, without having annual valuations, An$eil 81 4 'Pri nciple 
on which witness proceeded in his examination of the valuations of insurance comrpanies ; 
in testing the situation of those particular oflfees witness took the groundwork of their 

own valuations, ib. 825-831 The valuation of the life assurance instituiions of this 

country of any standing are made in such a manner as may be depended upon, notwith- 
standing the data may vary, Thompwm gi6-gi8 Difference of opinion among 

actuaries as to the safeness and correctness of any principle adopted in tl>e formation of 
an account showing the conditbn of the companVf Datrnes 1114-1119— —In valuing 
the assets of an office the net premiums alone should be valued ; the fall premiums 
charged to the assured should be submitted to a reduction of about 1 2 per cent. ; 
takmg the full amount would obviouslv lead to a very inaccnrate result, Edmonds 1282- 

1292 Observations as to the mode in which calculations are made of the assets; 

Ibe office is justified in computing its existing condition according I0 the actual risk 
wokd the best tests of life which they can obtain, provided they do not include in 
tiieir future •assets any portion of ibe margin set aside for loading or cKpenseq, Ingall 
1808-1823. 

Evidence relative to the mode in Which witness would propose to value ^e assets of 
offices ; statement of witness's views with regard to valuing toe gross premiums; a com- 
pany has no ri^t to take credit for the gross premiums, without making any deduction 
either from the premiums or from the gross amount of its apparent assets for future 

expenses or contingencies, Jellieoe 2191-2214 In many cases the actuaries might 

naturally take too sanguine a view of the assets of their office, and without intending any 
wrong, place the same in much too fiivouraUe light before the :public ; opportunities 
possessed by actuaries for so doing in valuing the stock investments of tke office, Farrm 
2779^2794. 2804-2813— -— Calculations of three di£krsnt offioas under similar cir- 
cumstances coming tcvery different peaults, and proving that aetnarios are ereatly at 
variance with respect to the principles on which a valuation of assets and liabilities 
should be ^worked out; paper delivered in, Rffky 2826-2852. 2869-2875. 2877*— 
£xulanation of the course at first pursued by .witness in valuing the gross premiums 
of nis office, and in preparing the balance sheet, so as to show the general condition of 
the office and its prospects for the future ; he enteied into this detail under a mistaken 
•impression that the Act required him to do so, Cotvin 2961-2971^*— TaUe esemplify- 
ing two modes of valuing the liabilities and assets of an a^tburanee o&ce, ao as with 
certainty to ascertain its condition, Farr 3395. 

See also Actutxries, 2. Assets and Liabilities. Balance Skeets, 3. Investiga- 
tion of Affairs. Polieiee. Risks. 



Whiimarshy Francis. (Analysis of his Evidence.) — Registrar of joint slock companies, 
appointed under the Act 7 & 8 Vict.,c. lio ; 1-5— —The object of the Act of 1844 uas 
the general registration of companies of every description ; no company was to be 

established without being provisionally registered, 6-8. 154-158 Remarks relative to 

the provisional registration of companies ; steps necessary for procuring the same ; object 

of this description of registration, J>**^"^ ^^he provisional registration did not provide 

for any amount of paid-up capital in the first instance ; the amount was perfectly optional 

with the company, 13, 14 Companies were permitted, under provisional regbtiation, 

to issue prospeciuses provided they registered them at tiie registrar's 6ffice; this was 
considered burdensome, and tlie practice was discontinued under the authority of the Act 
10& 11 Vict., 17-20, 158-161 — — fiince ihe discontinuance of the registration of pro- 
spectuses the companies issue what they Uke ; frequency of these prospectuses deviating 
extremely from the original intention of the couipany when provisionally registered, 
21-26. 

The next step after provisional registration is for the company to prepare for com- 
plete registration ; manner in which that is efieeted ; deposit of the deed of settlement 
with the registrar, which if conformable with the Act, entitles the company to com- 

pleie registration, 27-34 There is no provision as to any portion of the capital oeing 

paid up previous to complete registration, nor within any speciBc period after the deed 

0.55. 3 L 3 is 
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is granted, 35-40 T he registrar has no power 10 enforce the performance by the 
companies oithose conditions upon which complete registration was granted, 41-49—— 
The Act of Parliament makes it compulsory on the companies to return an annual 
balance sheet to the registrar's office ; this is nut iilways complied with, as a large 
portion of the companies do not make tliem, and witness has no power to compel them 
to do it, 50, 51. 66-79. 156, 157. 

In every case of the change of directors, after complete registration, such change is 
communicated to the regisirai's office; the Act is imperative that one-third shall annu- 
ally retire, but they may be re-elected. 52-60— — All the subscribers are registered in 
the regititrar's otfice ; this condition of the Act must be complied with, as otherwise the 

parties would have no title to their shares, 61-65 ^The balance sheets returned to the 

registrar's office are most unsatisfactory; they are rather calculated to mislead than to 
inform ; witness has nf» power of checking those balanc*e sheets, or of asking for any 

further information in explanation thereof, 70-79. 109. 242 The provisions of the Act, 

as to the return of the balance sheets annually to the registrar, are very niuc h evaded, 

77 Statement of the number of companies that have applied for provisional aud 

complete registration in each year, from 1844 to 1853; showmg the number that have 
not proceeded further than provisional registration, 80-84. 

Witness infers that those companies which have only'been provisionally registered, 
and not completely registered, have heen speculative attempts to get up life iissurance 

companies, 85, 86 Remarks relative 10 mutual assurance companies; it is a very sad 

stale of things that when a mutual company is established there is no fund whatever to 

answer any loss that may arise, 87-91 Clauses have been introduced into the deeds 

-of settlement limiting the claims of any parties, under a mutual assurance company, to 
such an amount of uind as shall actually be in band at the time of such loss occurring; 
instance of this where a company's balance sheet showed above 300,000 /. of rbk, and 

-only about 700 /. actually in hand, 90, 91 Observations as to the preliminary expenses 

incurred in getting up assurance companies, 92 Alterations made by witness in deeds 

of settlement sent to him for the purpose of complete registration of companies; witness 
has no power to interfere with the deeds except when he considers them contrar}' to the 
intention of the Act, 93-1 02. 

Witness does not believe his duties are merely ministerial as regards the registering of 
deeds, and that he is bound to register anything a company may choose to put in the 
deed, but considers that he has ageneral discretion in the examination and alteration 

of those deeds, 103. 167-169 Witness has no discretionary power over provisional 

registration, beyond seeing that it is in accordance with the terms of the Act, 104, 

105 The public may inspect any returns or papers which are transmitted to the 

registrar's office on the payment of i«.; the examinations are very numerous, 106- 
109— —Witness has only allowed the limitation of risk to the amount of the fiindsin 
hand, in the case of mutual offices, aud not in the case of proprietary offices, because in 

the latter case limiting the liability would be contrary to law, 110-127 Witness has 

no control over the issuing of policies, 122-126. 

Witness looks upon mutual companies at the outset as a perfect humbug ; impossibility 
^f their meeting any imuiediate loss, when they stipulate that it shall only be paid out of 

the premiums when they have accumulated, 127-129 Reference to the companies for 

insuring ships in many of the outports analogous to mutual assurance companies, 130, 

131 Witness looks upon the limitation of risk to the immediate amount in hand as 

inconsistent with the principle of mutual assurance, I32, i;^ As to mutual companies, 

there ought to be a guarantee fund provided in the tirst instance, to answer the amount 

-of any loss that may occur up to a given period, 134, 135. 174 It should be declared 

illegal to introduce any clause in a mutual >ociety's deed, which should limit the claims to 
the amount of capital that happened to be in the possession of the company at the time of 
the loss, 135. 

In the case of mutual offices, the 6rst premiums received are more than swallowed up 

by the preliminary expenses; vast amount of these expenses, 136 With respect to the 

subscribers signing the deed of settlement, there are but very few who read the deed, or 

know what stipulations it contains, 137-139 Opinion thai the names of all assurers in 

a mutual office should be registered as subsicribers; reduction made by the Lords of the 

Treasury in the registration fee paid in such cases, 140-151 Stipulating in the deeJ of 

settlement of a mutual company, that the claimants were only to look to the fund in hand 
for the payment of their claims, is practically a limitation of the liability of the partners, 

and entirely contradictory to the professed objects of the society, 151-153 For mutual 

companies, a guanintee fund is the proper fund, 151. 

Security aiforded to the public by a copy of the prospectuses being furnished to the 

registrar, 162 ^There is no penalty under the Act in the event of false returns being 

made to the registrar on the original registration of a company ; cases occasionally occur 

in which false statements are made, 163-165 Witness lias never had occasion to refuse 

to register a company; he frequently makes alterations in the deeds of settlement, which 

are 
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are agreed to by the companies, 166 Objection to a provision being contained in the 

deeds ofniutual companies, limitin;^ the claims to the amount in hand, as it deprives the 

assurers of ihe security to which th^y ought to be entitled, 170-174 Recommenda- 

lion that every mutual sc»iiety should be possessed of a uuarantee fund of not less than 
10,000/. at starting, to meet all liabilies that may occur before the premiums have 
accumulated, 174-179. 234. 

Number of mutual assurance companies rfegistered ; some of these have felt themselves 

under the necessity of cntablishing a guarantee fund, 177-179 Facility with which the 

returns relating to any particular office can be referred to in the Register-office, 180, 181 

In the event of a clause beii)g contained in the deeds of proprietary coir.panies 

limiting the liability to the funds actually in hand, witness has always struck it out as 

being contrary to law, 182-202 All policies of mutual companies limit the liability of 

the company to the amount in hand, 187-197 Witness does not know of any instance 

of a mutual company failing to meet its engagements, 203-208 A proprietary company 

has not only a subscribed capital, but also has a liability to any extent, on the part of the 
proprietors to those assured, 209. 

The Mutual Society has no subscribed capital, and the only guarantee that they have, 
beyond the premiums in hand from time to time, is the liability of the whole partners to 

each other, 310 In the event of the establishment of companies having a guarantee 

fund, they should not be called mutual companies, but should be recognised by a distinc- 
tive name, 21 1-213 Observations relative to the frauds committed on the Register- 
office by companies to obtain complete registration, by their obtaining aiiy persons to sign 
the deed of settlement as subscribers for shares, who have no intention of'^taking up those 

shares, or paying for them ; instance of this referred to, 214-223 Opinion that the 

public derive great advantage and security from the registration under the Act of 1844, 

although there is a great defect in the state of the law, 224-228 Objection made by 

certain mutual assurance offices to registering half-yearly the names of their new members 
on account of the expense ; relief aflSrded by the Treasury to those offices by reducing 
the amount of the fee for registration of new members, 229-233. 

Provided all companies were bound to have a guarantee fund or paid-up capital, it 

would be a great bar to the establishment of unsound or bubble companies, 235 

Objections to the establishment of joint stock companies with shares of lower amount 

tha^ SL; immense number of companies now established at 1 /. shares, 236-239 

Remarks as to the distress occasioned by parties imprudently investing their money in 

unsound joint stock companies, 238-242 Large number of joint stock companies at 

present established upon the cost-book principle, which is perfectly undefinable, 238 

Great advantiige would result, if any form of balance-sheet could be devised upon which 
the returns should be made out, and some stringent measure adopted for the purpose of 
compelling the return to the Registry-office oiF the actual balance-sheet that has been 

laid before tlie subscribers, 242-235 Opinion that the anntial statement of receipts 

and expenditure is of value to give information in respect of the position of assurance 
companies ; it would not be a direct index, but still it would afford some guide as to 
whether a society was in a prosperous condition, or otherwise, 246-262. 

Whitmarshf Mr. Letter from Mr. F. Whitmarsh to Mr. J. Wilson, M.r., Chairman, dated 
18 May 1853 transmitting return of all insurance companies pnivisionully and completely 
registeied, App. 358. 

Working Classes. The ground hitherto occupied by assurance associations has been com- 
paratively limited; their application is capable of a great extension, not only in the 

higher and middle classes of society, but also among the humbler classes. Rep. vi 

Remarks on the increase now going on in what is termed third-class business ; the National 
Life Tables may be safely used for calculating premiums on policies granted to the lower 
orders ; the greater expenditure of an office transacting such business would be compen- 
sated by the greater number of policies that would lapse, Farr 3293-3314 Life 

assurance is very much extending among the humbler classes of society ; objection to 
freehold societies as checking its increase^ Robertson 3428-3433. 
See also Friendly Societies. Mortality , 1. 
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